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THE FUTURE OF SOCIAL SECURITY FOR THIS 
GENERATION AND THE NEXT: CURRENT 
STATE OF PUBLIC OPINION ON THE 
FUTURE OF SOCIAL SECURITY 


THURSDAY, OCTOBER 23, 1997 

House of Representatives, 

Committee on Ways and Means, 
Subcommittee on Social Security, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 10:03 a.m., in 
room B-318, Rayburn House Office Building, Hon. Jim Bunning 
(Chairman of the Subcommittee) presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON SOCIAL SECURITY 

FOR IMMEDIATE RELEASE Contact: (202) 225-9263 

October 2, 1997 
No. SS-12 


Bunning Announces Seventh Hearing in Series on 
“The Future of Social Security 
for this Generation and the Next” 


Congressman Jim Bunning (R-KY), Chairman, Subcommittee on Social Security 
of the Committee on Ways and Means, today announced that the Subcommittee will 
hold the seventh in a series of hearings on “The Future of Social Security for this 
Generation and the Next.” At this hearing, the Subcommittee will examine the cur- 
rent state of public opinion on the future of Social Security. The hearing will take 
place on Thursday, October 23, 1997, in room B-318 Rayburn House Office Build- 
ing, beginning at 10:00 a.m. 

In view of the limited time available to hear witnesses, oral testimony will be 
from invited witnesses only. However, any individual or organization may submit 
a written statement for consideration by the Committee and for inclusion in the 
printed record of the hearing. 

BACKGROUND: 

The Subcommittee’s first six hearings in the series have focused on: the recom- 
mendations of the Advisory Council on Social Security; the fundamental issues to 
consider when evaluating reform options; the findings of the 1997 Social Security 
Board of Trustees; the experiences of other countries; and the views of policy ex- 
perts, organizations with different generational perspectives, business and labor rep- 
resentatives, and Members of Congress on Social Security reform. 

Social Security affects the lives of almost every American, yet public understand- 
ing of Social Security retirement, survivors, and disability programs is often limited 
due to complex application and eligibility requirements. Forecasts of future Social 
Security insolvency and suggested remedies are being discussed more and more in 
the media and at kitchen tables all across the country. 

Increasingly, polls are being conducted to canvass the views of Americans. One 
example is an often cited 1994 survey which found that nearly twice as many young 
adults believe in UFOs than believe they will receive Social Security benefits. Be- 
yond polling, a number of organizations, through forums and town meetings, are en- 
gaging the public in open debate about Social Security now and in the future. 

In announcing the hearing. Chairman Bunning stated: “Engaging the American 
public is vital as we consider possible reforms to Social Security. Americans are well 
ahead of Washington when it comes to knowing what needs to be done. I look for- 
ward to hearing the views from the home-front on Social Security.” 

FOCUS OF THE HEARING: 

The Subcommittee will receive the views of public forum facilitators and polling 
experts on what Americans are saying about the future of Social Security. Specifi- 
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cally, Members of the Subcommittee would like to hear from each witness regarding 
their findings on Americans’: (1) understanding of today’s Social Security programs, 
(2) understanding of Social Security’s long-term financial insolvency, and (3) views 
on what changes are necessary to fix Social Security. 

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS: 

Any person or organization wishing to submit a written statement for the printed 
record of the hearing should submit at least six (6) single-space legal-size copies of 
their statement, along with an IBM compatible 3.5-inch diskette in ASCII DOS Text 
or WordPerfect 5.1 format only, with their name, address, and hearing date noted 
on a label, by the close of business, Thursday, November 6, 1997, to A.L. Singleton, 
Chief of Staff, Committee on Ways and Means, U.S. House of Representatives, 1102 
Longworth House Office Building, Washington, D.C. 20515. If those filing written 
statements wish to have their statements distributed to the press and interested 
public at the hearing, they may deliver 200 additional copies for this purpose to the 
Subcommittee on Social Security office, room B-316 Rayburn House Office Building, 
at least one hour before the hearing begins. 

FORMATTING REQUIREMENTS: 


Each statement presented for printing to the Committee by a witness, any written statement 
or exhibit submitted for the printed record or any written comments in response to a request 
for written comments must conform to the guidelines listed below. Any statement or exhibit not 
in compliance with these guidelines will not be printed, but will be maintained in the Committee 
files for review and use by the Committee. 

1. All statements and any accompan 3 ring exhibits for printing must be typed in single space 
on legal-size paper and may not exceed a total of 10 pages including attachments. At the same 
time written statements are submitted to the Committee, witnesses are now requested to submit 
their statements on an IBM compatible 3.5-inch diskette in ASCII DOS Text or WordPerfect 
5.1 format. Witnesses are advised that the Committee will rely on electronic submissions for 
printing the official hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub- 
lic hearing, or submitting written comments in response to a published request for comments 
by the Committee, must include on his statement or submission a list of all clients, persons, 
or organizations on whose behalf the witness appears. 

4. A supplemental sheet must accompany each statement listing the name, full address, a 
telephone number where the witness or the designated representative may be reached and a 
topical outline or summary of the comments and recommendations in the full statement. This 
supplemental sheet will not be included in the printed record. 

The above restrictions and limitations apply only to material being submitted for printing. 
Statements and exhibits or supplementary material submitted solely for distribution to the 
Members, the press and the public during the course of a public hearing may be submitted in 
other forms. 


Note: All Committee advisories and news releases are available on the World 
Wide Web at ‘HTTP:/AVWW.HOUSE.GOVAVAYS MEANS/’. 


The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 
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Chairman BuNNiNG. The Subcommittee will come to order. 

Today marks the seventh hearing in a series on the future of So- 
cial Security for this generation and the next. During this hearing, 
we will focus on the current state of public opinion on the future 
of Social Security. 

Social Security affects the lives of nearly every American. Each 
of us has a stake in the future of this vital program. Yet public un- 
derstanding of Social Security retirement, survivors and disability 
programs is often limited, due to complex application and eligibility 
requirements. Increased public understanding of the design and 
purpose of Social Security today must not be lost in the debate 
about Social Security tomorrow. 

Forecasts of future Social Security insolvencies and suggested 
fixes are gradually making their way out of the beltway and onto 
kitchen tables all over the country. Real Social Security reform can- 
not take place without Americans weighing in. 

Today we will hear the views of public forum facilitator and poll- 
ing experts on what Americans are saying about the future of So- 
cial Security. The Subcommittee will examine the results of three 
comprehensive surveys. These surveys have focused on how the 
public views Social Security for today and tomorrow. Social Secu- 
rity privatization and workers’ and retirees’ attitudes, preparation 
and expectations regarding retirement. 

Beyond polling, a number of organizations, through forums and 
town meetings are engaging the public in open debate about Social 
Security now and in the future. Three of these organizations join 
us today to tell us the results of their efforts. 

Many of you may have noticed the Washington Post-ABC News 
poll this week which shows that 88 percent of all Americans believe 
that making Social Security financially sound should be a major 
goal for government to accomplish. Americans are often well ahead 
of Washington — that’s to say the least — [Laughter.] 

When it comes to knowing what has to be done. 

I look forward to hearing the views from the home front on Social 
Security from our panelists today. 

In the interest of time, it is our practice to dispense with opening 
statements, except from the Ranking Democrat Member. All Mem- 
bers are welcome to submit statements for the record. I yield to 
Congresswoman Barbara Kennelly for any statement she wishes to 
make. 

Mrs. Kennelly. Thank you, Mr. Chairman. 

I am pleased that we have here with us today a number of orga- 
nizations that have been holding forums around the country, deter- 
mining how individuals feel about Social Security, and educating 
Americans about the choices that are before us. 

One of the biggest lessons to be learned from today’s testimony 
is that the discussion about Social Security has only just begun. 
Many Americans, especially young people, are not familiar with the 
features of Social Security and its financing. They appreciate the 
program for what it’s done for their parents and their grand- 
parents. But they’re not sure that it will achieve the same thing 
for them. And this is something that we really have to address. 

Most Americans know that Social Security faces difficulties in 
the future. But they are not sure about the reasons for these dif- 
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Acuities . Very few Americans are familiar with the options for 
change and the impact of these options on individual retirement se- 
curity. 

This Subcommittee has held seven hearings this year in further- 
ance of the education process, and I thank the Chairman for doing 
this. We can see at this point, at the seventh hearing, how impor- 
tant these hearings are, and how important it is that we continue 
to educate the public about the importance of the issue before us. 

Clearly, more needs to be done before the American people are 
ready to make a decision. I, for one, believe that the earlier we 
make the decision, the better off we will be. That is why I am 
pleased that the groups before us today are educating the Amer- 
ican public about the choices available and helping us to move the 
debate forward. 

I thank the panel for being with us today. 

Chairman BUNNING. Thank you, Barbara. 

This morning, we’ll hear from Eric Seidel, who’s president of the 
U.S. Junior Chamber of Commerce, from Tulsa, Oklahoma. He’s ac- 
companied by Walter Downes, government involvement chairman, 
of the U.S. Junior Chamber of Commerce, from Ionia, Michigan. 

Martha McSteen is president of the National Committee to Pre- 
serve Social Security and Medicare. She is accompanied by Guy 
Molyneux, vice president of Peter D. Hart Research Associates. 

Brian Keane is executive director of Economic Security 2000. 
Dallas Salisbury is president of Employee Benefit Research Insti- 
tute. 

Betty Knighton is a moderator for the National Issues Eorums, 
from Charleston, West Virginia, and John Doble is president of 
Doble Research Associates, Inc., in Englewood Cliffs, New Jersey. 
They are joined today by a number of fellow moderators from the 
National Issues Eorums. 

We are sorry to learn that Madelyn Hochstein, president of DYG, 
Inc., in Danbury, Connecticut, who was scheduled to testify this 
morning, became ill and is unable to join us today. 

Mr. Seidel, you may begin. 

STATEMENT OF ERIC SEIDEL, PRESIDENT, U.S. JUNIOR CHAM- 
BER OF COMMERCE, TULSA, OKLAHOMA; ACCOMPANIED BY 

WALTER DOWNES, GOVERNMENT INVOLVEMENT CHAIRMAN, 

U.S. JUNIOR CHAMBER OF COMMERCE, IONIA, MICHIGAN 

Mr. Seidel. Good morning. Chairman Banning and Members of 
the Subcommittee. 

My name is Eric Seidel, and I’m the 78th president of the U.S. 
Junior Chamber of Commerce. The Junior Chamber, or Jaycees, as 
we’re commonly known, is a young person’s leadership training or- 
ganization made up of 115,000 members in 2,500 communities 
across America. Historically, the Junior Chamber has undertaken 
national programs that have addressed issues of importance to 
Americans. 

Eor example, the Junior Chamber was one of the first national 
organizations to call for a mandatory draft during World War II, 
even though the draft decimated the ranks of our organization. 
Since our beginnings, we’ve been involved in get out the vote cam- 
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paigns, and we’ve encouraged our members to get involved in gov- 
ernmental issues. We are a nonpartisan organization. 

Most recently, our membership indicated to the leadership of the 
U.S. Junior Chamber that they were concerned with the future sol- 
vency of the Social Security Program. While this issue affects all 
Americans, it particularly affects young Americans who are un- 
likely to see a benefit available to them upon retirement, given the 
current accepted projections for the existing program. 

In March 1996, the U.S. Junior Chamber adopted an external 
resolution calling for the development of a responsible solution to 
the future economic solvency of the Social Security system. This 
resolution allowed us to formulate a national program for our local 
chapters to utilize to educate and activate grassroots America 
about the issue. 

The program that the U.S. Junior Chamber developed is the So- 
cial Security reform townhall meeting program. After consulting 
with many different experts in the field of Social Security reform, 
including the Social Security Administration, the CATO Institute, 
Economic Security 2000, the AARP and elected leadership of the 
U.S. House and Senate, we developed a townhall meeting how-to 
guide. 

That manual allows local chapters to run this program in their 
communities. The format of our townhall meetings follows a stand- 
ard outline. The first part of the meeting presents participants 
with information regarding the history of the Social Security Pro- 
gram, how the program exists today, and what the future holds for 
the program, given several different proposed reform solutions. All 
information presented during this part of the program was devel- 
oped using generally agreed upon facts gleaned from our relation- 
ships that we have built with other interested organizations, in- 
cluding the Social Security Administration. 

The second part of the meeting is a panel presentation by invited 
guests to assist with presenting the factual information. At each of 
our townhall meetings, representatives from the Social Security 
Administration have been present. We strive to represent a non- 
partisan, factual presentation with the invited speakers. 

Once the formal presentations are complete, participants in the 
audience are free to ask questions to the presenter to ensure that 
each individual has a complete understanding of all the informa- 
tion presented. Once the question and answer period is complete, 
the now educated participants are asked to complete a survey re- 
garding their feelings on the Social Security Program and the pro- 
posed reform solutions. 

After holding over 75 meetings in 25 States during the period of 
June 1996 to June 1997, we would like to present to you our find- 
ings from our grassroots survey of the American people. Copies of 
the completed report are included for the record, and are available 
for your review. 

Our townhall meetings attracted a variety of Americans. Out of 
the 1,485 survey respondents, 46 percent were female and 54 per- 
cent were male. Seventy-seven percent were under the age of 45, 
and 23 percent over the age of 45. Eighty-one percent of those sur- 
veyed were employed, while 19 percent were either retired or un- 
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employed. Individuals of varying income levels completed our sur- 
vey. 

Overwhelmingly, 79 percent of the survey respondents think the 
Social Security Program needs radical or major change. Of those 
respondents between 55 and 64, 70 percent said the program needs 
radical or major change. 

These are individuals who are about to enter the system. 
Seventy-one percent of the survey respondents opposed or strongly 
opposed raising payroll taxes. 

Interestingly, even older Americans feel this way. For example, 
66 percent of those polled between the ages of 55 and 64 were 
against raising payroll taxes. When asked if benefits should be re- 
duced for seniors who earn more than $100,000 a year, 68 percent 
of the respondents either strongly favored or favored this option. 

Even individuals who have reached retirement age, 60 percent of 
those surveyed over age 65 agree. Sixty-eight percent of the re- 
spondents felt that the current benefit level should be maintained 
for people currently in or about to enter the system. 

The most interesting finding, however, is that 67 percent of those 
surveyed thought that there should be implementation of a pro- 
gram that would allow individuals to place their Social Security 
contributions from their current wages into their own personal re- 
tirement account, and that account would be required to be main- 
tained for them for retirement purposes only. Young and old agreed 
on this. 

I strongly urge you to review the findings of our survey. We feel 
that our findings represent the true feelings of grassroots America. 
We encourage Congress to act and act soon to strengthen and solid- 
ify the program that affects each and every American, so that it 
continues well into the 21st century and beyond. 

Thank you for your invitation to testify today and for your atten- 
tion. I would welcome any questions that you might have. 

[The prepared statement follows. Attachments are being retained 
in the Committee files.] 

Statement of Eric Seidel, President, U.S. Junior Chamber of Commerce, 

Tulsa, Oklahoma 

Good Morning, Chairman Running and members of the subcommittee. My name 
is Eric Seidel, and I am the 78th President of The United States Junior Chamber 
of Commerce. The Junior Chamber of Commerce, or Jaycees, as we are known, is 
a young persons’ leadership training organization made up of 115,000 members in 
2,500 chapters across the country. 

Historically, the Junior Chamber has undertaken national programs that have ad- 
dressed issues of importance to Americans. For example, the Junior Chamber was 
one of the first national organizations to call for a mandatory draft for World War 
II, even though the draft decimated the ranks of our organization. Since our begin- 
nings, we have involved our members in “Get Out the Vote” campaigns, and have 
encouraged our members to be involved in governmental issues. We are a non- 
partisan organization. 

Most recently, our membership indicated to the leadership of the U.S. Junior 
Chamber that they were concerned with the future solvency of the Social Security 
program. While this issue affects all Americans, it particularly affects young Ameri- 
cans who are unlikely to see a benefit available to them upon retirement given cur- 
rent accepted projections for the existing program. 

In March, 1996, the U.S. Junior Chamber adopted an external resolution calling 
for the development of a responsible solution to the future economic solvency of the 
Social Security system. This resolution allowed us to formulate a national program 
for our local chapters to utilize to educate and activate grassroots America about 
this issue. 
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The program that the U.S. Junior Chamber developed is the Social Security Re- 
form Town Hall Meeting program. After consulting with many different experts in 
the field of Social Security reform, including the Social Security Administration, the 
CATO Institute, Economic Security 2000, AARP, and elected leadership of the 
United States House and Senate, we developed a “Town Hall Meeting How To” 
manual that local Jaycee chapters could utilize to run this program. 

The format of our town hall meetings follows a standard outline. The first part 
of the meeting presents participants with information regarding history of the Social 
Security program, how the program exists today, and what the future holds for the 
program given several different proposed reform solutions. All information pre- 
sented during this part of the program was developed using generally agreed upon 
facts gleaned from our relationships that we had built with other interested organi- 
zations including the Social Security Administration. The second part of the meeting 
is a panel presentation by invited guests to assist with presenting the factual infor- 
mation. At each one of our town hall meetings, representatives from the Social Secu- 
rity Administration are present. We strive to represent a non partisan, factual pres- 
entation with invited speakers. 

Once the formal presentations are complete, participants in the audience are free 
to question the presenters to ensure each individual has a complete understanding 
of all information presented. Once the question and answer period is complete, the 
now educated participants are asked to complete a survey regarding their feelings 
on the Social Security program and proposed reform solutions. 

After holding over 76 meetings in 25 states during the period of June, 1996, to 
June, 1997, we would like to present to you our findings from our grassroots survey 
of the American people. Copies of the complete report are included for the record 
and are available for your review. 

Our town hall meetings attracted a variety of Americans. Out of 1,485 survey re- 
spondents, 46 percent were female and 54 percent male. 77 percent were under the 
age of 45 and 23 percent over age 45. 81 percent of those surveyed were employed 
while 19 percent were either retired or unemployed. Individuals of varying income 
levels completed our survey. 

Overwhelmingly, 79 percent of survey respondents think the Social Security pro- 
gram needs radical or major change. Of those respondents between 55 and 64, 70 
percent said that the program needs radical or major change. These are individuals 
who are about to enter the system. 71 percent of survey respondents oppose or 
strongly oppose raising payroll taxes. Interestingly, even older Americans feel this 
way, for example, 66 percent of those polled between the ages of 65 and 64 were 
against raising payroll taxes. 

When asked if benefits should be reduced for seniors who earn more than 
$100,000 a year, 68 percent of respondents either strongly favor or favor this option. 
Even individuals who have reached retirement age, 60 percent of those surveyed 
over age 65, agreed. 68 percent of respondents felt that current benefit levels should 
be maintained for people currently in or about to enter the system. 

Of the most interest, however, is that 76 percent of those surveyed felt that there 
should be implementation of a program that would allow individuals to place their 
Social Security contributions from their current wages in their own personal retire- 
ment account and that account would be required to be maintained for retirement 
only. Young and old agreed on this item. I strongly encourage you to review our sur- 
vey findings. We feel our findings represent the true feelings of grassroots America. 
We encourage Congress to act and act soon to strengthen and solidify a program 
that affects each and every American so that it continues well into the 21st Century 
and beyond. 

Thank you for your invitation to testify today, and for your attention. I would wel- 
come any questions you may have at this time. 
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The United States Junior Chamber of Commerce 
TOWN HALL MEETING LOCATIONS 
June 1996 - June 1997 


Newark, DE 
Tucson, AZ 
Las Vegas, NV 
Gillette, WY 
Midlothian, IL 
Myrtle Beach, SC 
Charlotte, NC 
Raleigh, NC 
Greensboro, NC 
Madison, WV 
Lexington, KY 
Toledo, OH 
Schaumberg, IL 
Ionia, Ml 
Goshen, IN 
Chattanooga, TN 
Washington, DC 
Dundee, Ml 
Bozeman, MT 
Mt. Pleasant, SC 
Joplin, MO 
Jacksonville, FL 
Cocoa, FL 
Tampa, FL 
Jefferson City, MO 
Riverside, IL 
Wausau, Wl 
Lombard, IL 
Springfield, IL 
Richmond, VA 
Waldorf, MD 
Stillwater, OK 
Wheeling, IL 
Arlington, VA 
Blue Springs, KS 
Lafayette, IN 
Indianapolis, IN 
Farmington, Ml 


Oregon Bay, OH 
Greenville, NC 
Wilmington, NC 
Bixby, OK 
Summerfield, IL 
Decator, IL 
Dunn, NC 
Lombard, IL 
Huntington, IN 
Morehead City, NC 
Coats, NC 
Statesville, NC 
Lawrenceburg, IN 
Burlington, NC 
Cleveland, OH 
Cary, NC 
Louisville, KY 
San Diego, CA 
Henderson, KY 
Tulsa, OK 
Boone Co. KY 
Mocksville, NC 
Grayson Co, KY 
Payette, ID 
Rockford, IL 
Danville, IL 
Palatine, IL 
Madison Heights, Ml 
Harrisburg, PA 
Aurora, IN 
Lanesville, IN 
Mt. Vernon, IN 
Ft. Wayne, IN 
Lansing, IL 
Honolulu, HI 
Pierre, SD 
Quincy, IL 
Gaithersburg, MD 
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June 1996 — June 1997 

Report of Findings from 
The li.S. Junior Chamber of Commerce 
Town Hall Meefing Program 


An initiative of 

The United States Junior Chamber of Commerce 
PO Box 7 • Tulsa, OK 74102.0007 • 800.JAYCEES or 918.584.2481 
Learn more about us on the Internet at 
WWW. u^jaycees. org 


Chairman BUNNING. We will hold questions until we finish the 
whole panel. 

Ms. McSteen. 
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STATEMENT OF MARTHA MCSTEEN, PRESIDENT, NATIONAL 

COMMITTEE TO PRESERVE SOCIAL SECURITY AND 

MEDICARE; ACCOMPANIED BY GUY MOLYNEUX, VICE 

PRESIDENT, PETER D. HART RESEARCH ASSOCIATES 

Ms. McSteen. Mr. Chairman and Members of the Subcommittee, 
I’m Martha McSteen, president of the National Committee to Pre- 
serve Social Security and Medicare. And I’m pleased to be here 
today to testify on behalf of the 5V2 million National Committee 
members. 

The National Committee is committed to advocating for a strong 
and viable Social Security Program for current and future genera- 
tions. Engaging the public in the debate over the future of Social 
Security is critical. Toward this goal, the National Committee com- 
missioned Peter Hart Research Associates to conduct a telephone 
survey on public attitudes toward Social Security. 

The survey describes a plan for partial privatization of Social Se- 
curity for future retirees, modeled on the personal security ac- 
counts proposal put forward last year by five members of the Social 
Security Advisory Council. References to privatization or the pri- 
vatization plan throughout the discussion refer to this described 
plan. 

For purposes of this testimony, I will focus on the results of ran- 
domly selected members of the general public. The public is aware 
of the funding shortfall of Social Security, and the support for fix- 
ing Social Security remains strong. The polls show that 60 percent 
of all nonretired Americans and 72 percent of Generation Xers be- 
lieve that they will receive no benefits or much lower benefits when 
they retire than the current structure provides. 

However, the public’s understanding of the projected financial 
shortfall of Social Security does not translate into widespread sup- 
port for changing Social Security to a system of partially privatized 
individual accounts. Indeed, by a 2 to 1 margin, every age group 
believes that the risk and cost of a partially privatized system of 
individual accounts outweighs the benefits. 

Second, when risk and cost of partially privatized individual ac- 
counts is explained, the public rejects the concept. A solid two- 
thirds of adults believe that Congress “should fix” Social Security 
by strengthening its financial condition, so that future retirees will 
be guaranteed a reasonable level of benefits. Just 28 percent en- 
dorse the competing view that Congress “should replace” Social Se- 
curity by allowing people to invest in Social Security contributions 
in the stock market, so people can manage their own investments. 

While seniors are especially strong in this preference, 80 percent 
to 13 percent, there is at least a 2 to 1 majority for fixing Social 
Security over replacing it in every age cohort. Even Generation 
Xers, who worry the most that Social Security will not be there for 
them, say by 65 percent to 32 percent that strengthening the sys- 
tem is the right way to go. 

Americans of all ages voice opposition to privatization. Although 
young people, ages 18 to 34, are more supportive than average, 
they nonetheless reject privatization by 53 percent to 41 percent. 

Privatization faces serious hurdles, and the public will demand 
significant safeguards not found in any current privatization plan. 
As the debate progresses, privatization faces serious hurdles. When 
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presented with a list of taxes individuals pay, the Social Security 
tax is chosen first by more respondents as the tax that is most fair 
and the one they are most willing to pay. Conversely, privatization 
presents a scenario where the government will go beyond taxation 
and mandate private savings. 

A startling 84 percent say that it is essential or very important 
that participation be voluntary, rather than compulsory. A solid 75 
percent polled said that it is essential or very important that if the 
government requires people to make stock investments, then the 
government should insure the private accounts, as it does with 
bank accounts through FDIC, so people cannot lose their savings. 

Americans want to fix Social Security. Opposition to privatization 
does not mean that Americans are resistant to any change in the 
system. On the contrary, their concern about future benefits leads 
them to support reasonable and measured change designed to 
strengthen Social Security. 

Social Security’s funding would be strengthened through a pay- 
roll tax increase, but a much smaller one than under the privatiza- 
tion plan is looked at. Over time, benefits would also be slightly re- 
duced as the public receives it. 

In conclusion, Mr. Chairman, Members of the Subcommittee, So- 
cial Security is one of this country’s greatest success stories. Its 
great success is reflected in the overwhelming public support for 
the program shown in poll after poll. Clearly, Social Security must 
change to meet the challenges of the next century. The National 
Committee believes that Americans of all ages want and will sup- 
port program changes necessary to ensure the solvency of Social 
Security. 

We look forward to working with Congress toward balanced re- 
form, of ensuring the solvency of the Social Security Program. 
Thank you. 

[The prepared statement follows:] 

Statement of Martha McSteen, President, National Committee to Preserve 
Social Security and Medicare 

Mr. Chairman, and Members of the Subcommittee, I am Martha McSteen, Presi- 
dent of the National Committee to Preserve Social Security and Medicare. I am 
pleased to be here today to testify on behalf of the 5.5 million members and support- 
ers of the National Committee. I am accompanied by Guy Molyneux, Vice President 
of Peter D. Hart Research Associates. 

As the nation’s second largest senior organization, the National Committee is 
committed to advocating for a strong and viable Social Security program for current 
and future generations. Engaging the public in the debate over the future of Social 
Security is critical. The process of gauging public priorities related to Social Security 
is an essential first step. Toward this goal, the National Committee commissioned 
Peter D. Hart Research Associates to conduct a telephone survey in May 1997 on 
public attitudes toward Social Security as well as privatization of Social Security. 

The survey describes a plan for partial privatization of Social Security for future 
retirees, modeled on the “Personal Security Accounts” proposal put forward last year 
by five members of the Social Security Advisory Council. This particular plan was 
selected both because it has received widespread attention to date, including analy- 
sis by SSA Actuaries, and because it is a less radical approach than the full privat- 
ization advocated by the Cato Institute and some others, and so provides the con- 
cept of privatization with its fairest chance of demonstrating support. References to 
privatization or the privatization plan throughout this discussion refer to this de- 
scribed plan. For purposes of this testimony I will focus on the results of randomly 
selected members of the general public, although we results of the survey of Na- 
tional Committee membership is also available today. 
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The Public is Aware of Funding Shortfall of Social Security/Support for 
Fixing Social Security Remains Strong 

The public is well aware that Social Security faces a funding shortfall in the next 
century. Our poll showed that 60% of all non-retired Americans, and 72% of Genera- 
tion Xers believe that they will receive no benefits or much lower benefits when they 
retire than the current structure provides. While the funding difficulties may seem 
greater to some Americans than they in reality are, the fact remains that the public 
is aware of the difficulties. 

But, as you will see from our poll results, public understanding of the financial 
difficulties of Social Security does not translate into lack of support for the Social 
Security program. The Social Security system continues to enjoy public support 
today that is both strong and broad. By four to one, Americans believe that the gov- 
ernment should spend more, rather than less, on Social Security, and by an even 
greater seven to one margin, they oppose cutting Social Security spending for the 
purpose of deficit reduction. This support for Social Security extends across all age 
cohorts, including Generation X. 

Further, the public’s understanding of the projected financial shortfall of Social 
Security does not translate into widespread support for changing Social Security to 
a system of partially privatized individual accounts. Indeed, by a 2 to 1 margin, 
every age group believes that the risks and costs of a partially privatized system 
of individual accounts outweighs the benefits. 

The Notion of Generational Resentment of Social Security is a Myth 

Our poll demonstrates that the notion of generational resentment of Social Secu- 
rity is a myth. By a margin of 85% to 12%, Americans reject cutting spending on 
Social Security for deficit reduction. Sixty one percent of working Americans believe 
that current Social Security benefits are too low and 34% believe they are about 
right and only 8% of adults believe that current benefits are too high. The 18 to 
34 age group believes current benefits are too low by a similar margin — 62% believe 
benefits are too low and 6% believe they are too high. 

Interestingly, seniors themselves are more likely than are working age adults to 
feel that current benefits are about right, as opposed to being too low (like younger 
people, they reject the view that benefits are too high.) Similarly, senior citizens 
voice less support than do those in all other age groups for increasing Social Secu- 
rity spending. Just as the notion of young people’s objection to seniors benefits 
should be rejected as mjdh, so too should we abandon the image of the “greedy gee- 
zer” — an older generation selfishly seeking benefits with no regard for the cost to 
others. 

When Risks and Costs of Partially Privatized Individual Accounts is 
Explained, Public Rejects Concept 

By now, we have all heard the expression coined by Frank Luntz that more young 
people believe in UFOs than in Social Security. Those who support privatization of 
Social Security use this particular survey finding to argue that young people prefer 
to replace Social Security with a privatized, or partially privatized system. However, 
in our poll, a solid two-thirds of adults believe that Congress “should fix Social Secu- 
rity by strengthening its financial condition, so that future retirees will be guaran- 
teed a reasonable level of benefits.” Just 28% endorse the competing view that Con- 
gress “should replace Social Security by allowing people to invest their Social Secu- 
rity contributions in the stock market, so people can manage their own invest- 
ments.” While seniors are especially strong in this preference (80% to 13%) there 
is at least a two to one majority for fixing Social Security over replacing it in every 
age cohort. Even Generation Xers, who worry the most that Social Security will not 
be there for them, say by 66% to 32% that strengthening the system is the right 
way to go. 

In our survey, the public’s initial reaction to the privatization proposal is some- 
what mixed, but decidedly more negative than positive. While three in ten Ameri- 
cans initially have a favorable reaction to the proposal half again as many react un- 
favorably from the outset. Current Social Security beneficiaries reject privatization 
especially strongly, but negative responses out number positive ones among non- 
beneficiaries (and among all age cohorts) as well. Intensity of sentiment also lies 
clearly on the negative side, as nearly three times as many people feel very unfavor- 
able toward the plan as feel very favorable. Upon hearing the initial description. So- 
cial Security beneficiaries reject privatization fairly definitively 59% unfavorable, 
just 24% favorable, while non-beneficiaries are unfavorable by a more narrow 41% 
to 33%. 
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Americans are very concerned about the inherent risk involved in individual in- 
vestment accounts. When asked to weigh the advantage of potentially higher rates 
of return that stocks could potentially bring against the risk of losing money, a solid 
59% say that the risk outweighs the potential benefit (33% believe that the benefits 
are greater than the risk). The risks of stock investments is the most frequently 
voiced concern about privatization in an open-ended question about the plan. 

The public also believes, by an even larger margin of 62% to 23% that the “transi- 
tion costs” of the plan outweigh the benefits it might bring. The survey question 
identified these costs as higher payroll teixes and an increased federal deficit. While 
the open-ended responses indicate that the public is probably not now aware of 
these costs, the survey demonstrates that they are a very considerable vulnerability 
for privatization plans. After considering the trade-offs, Americans reject the privat- 
ization plan by a decisive 59% to 35%. Fully 36% strongly oppose the plan, while 
only 11% are strongly in favor. Those people who were initially neutral to the idea 
end up in opposition by a ratio of five to three (52% to 31%. ) 

Americans of all ages voice opposition to privatization. Although young people 
(age 18 to 34) are more supportive than average, they nonetheless reject privatiza- 
tion by 53% to 41%. 

Nonretired people who expect Social Security to pay them benefits at or near cur- 
rent levels when they retire oppose privatization by 59% to 35%. Those who do not 
believe that Social Security will pay out any benefits when they retire are fairly di- 
vided, with 45% in favor and 60% opposed. People who expect major reductions in 
future benefits — those who make up a kind of “swing” audience on this issue — firm- 
ly oppose privatization by 62% to 33%. This is an important finding as it suggests 
that only those people who expect to receive no benefits whatsoever — an alarmist 
view — constitute a significant audience for privatization. 

Privatization Faces Serious Hurdles and The Public Will Demand 
Significant Safeguards Not Found in Any Current Privatization Plan 

As the debate progresses, privatization faces serious hurdles. When presented 
with a list of taxes individuals pay, the Social Security tax is chosen first by more 
respondents as the teix that is the most fair and the one they are most willing to 
pay. Conversely, privatization presents a scenario where the government will go be- 
yond taxation and mandate private savings. A startling 84% say that it is essential 
or very important that participation be voluntary rather than compulsory. 

A 77% majority feel that it is essential or very important that the government 
“carefully regulate the management of the stock investment accounts... to protect 
workers and retirees against fraudulent investment schemes.” 

If the government mandates private investment, a majority of the public will de- 
mand to be insured against loss. A solid 76% polled said that it is essential or very 
important that “if the government requires people to make the stock investments, 
then the government should insure the private accounts, as it does with bank ac- 
counts through the FDIC, so people cannot lose their savings.” 

Eighty one percent of those polled said that it was essential or very important 
that the guaranteed monthly Social Security benefit should provide an income at 
least equal to that at the poverty line. Privatization plans, such as the PSA plan, 
provide guaranteed benefits well below the poverty line. 

Americans Want to Fix Social Security 

Opposition to privatization does not mean that Americans are resistant to any 
change in the system. On the contrary, their concern about future benefits leads 
them to support reasonable and measured change designed to strengthen Social Se- 
curity. By 71% to 23%, the public favors a hypothetical alternative plan described 
as follows: “Social Security’s funding would be strengthened through a payroll tax 
increase, but a much smaller one than under the privatization plan. Over time, ben- 
efits would also be slightly reduced...” While the National Committee has not en- 
dorsed a pajToll tcix increase, it is important to note the high level of support for 
a balanced approach of revenue increases and benefit reductions over time, as nec- 
essary to secure the stability of the trust funds. 

Conclusion 

Mr. Chairman, Members of the Subcommittee, Social Security is one of this coun- 
try’s greatest success stories. Its great success is reflected in the overwhelming pub- 
lic support for the program shown in poll after poll. Clearly, Social Security must 
change to meet the challenges of the next century. The National Committee believes 
that Americans of all ages want and will support program changes necessary to in- 
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sure the solvency of Social Security. We look forward to working with Congress to- 
ward balanced reform for insuring the solvency of the Social Security program. 


Chairman BUNNING. Thank you, Ms. McSteen. 

Mr. Keane. 

STATEMENT OF BRIAN F. KEANE, EXECUTIVE DIRECTOR, 
ECONOMIC SECURITY 2000 

Mr. Keane. Mr. Chairman, distinguished Members of the Sub- 
committee, good morning. 

I’d like to thank you for the opportunity to come before you today 
to discuss and share with you the views of the American people 
that we have encountered during our grassroots efforts to save and 
reform Social Security. My name is Brian Keane. I am executive 
director of Economic Security 2000. We are a nationwide, non- 
partisan, grassroots organization dedicated to saving and reforming 
Social Security. 

Our goal is to educate the American people about the challenges 
currently faced by Social Security and the opportunities we have 
for reform. We see reform of Social Security not only as a means 
to create retirement security for millions of Americans, but, and 
perhaps more importantly, as a way to create wealth for those 
middle- and low-income workers who currently have no such oppor- 
tunity. 

Initially, Economic Security 2000 president Sam Beard had no 
intention of engaging in a discussion about Social Security at all. 
In fact, in setting out to find ways to mend the growing gap be- 
tween the rich and the poor, a gap wider than in any other indus- 
trialized nation, Mr. Beard realized that reforming Social Security 
was an opportunity, a blessing of sorts, to promote economic stabil- 
ity, security, and opportunity for all Americans, to actually help 
close the gap between the rich and the poor. 

There’s no finer example of the lessons to be learned than that 
of one of our board members, Oseola McCarty. Now 88 years old, 
Ms. McCarty spent her entire life laundering shirts, never earning 
more than $9,000 per year. However, upon her retirement, she be- 
came a celebrity when she donated $150,000 for a scholarship pro- 
gram at the University of Mississippi. 

How is that possible? How can a woman living in poverty her en- 
tire life amass such wealth? In her words, it was the magic of 
compounding interest. She put away a few cents a week, sometimes 
a few dollars. And compounding interest did the rest. 

This is amazing. A woman who spent her entire life working in 
poverty was able to retire as one of the top 1 percent of wealthy 
Americans. 

Ms. McCarty had no children. If she had, however, they would 
today be enjoying the very wealth which she created, breaking the 
cycle of poverty which had so pervaded her own life. 

The lesson here is clear. Mr. Chairman, there must be a way to 
make Oseola McCarty’s story work for every American. In fact, 
there is. The solution rests in long-term Social Security reform. 

Economic Security 2000, ES 2000, along with our cochairs. Sen- 
ator Bob Kerry, Congressman Jim Kolbe and Congressman Charlie 
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Stenholm, see the need to redefine the Social Security debate. The 
severe gap in income and wealth in this country between the rel- 
ative few who can save and the many who simply cannot is what 
brings ES 2000 to this table today. 

Economic Security 2000 has chapters in 26 States across the 
country. Our thousands of activists and volunteers include Demo- 
crats, Republicans, Independents, seniors, baby boomers and Gen- 
eration Xers. As such, we are uniquely qualified to provide the tex- 
ture of the Social Security discussion. We believe that Social Secu- 
rity can no longer afford to be seen in a vacuum. It cannot be a 
stand-alone program. 

Indeed, Social Security can no longer be seen as just one leg of 
the proverbial three-legged retirement stool. From here on out. So- 
cial Security must be seen as a way to create savings and wealth, 
to help create a higher standard of living, and at the same time, 
ensure real retirement security for every American. 

Our grassroots efforts reveal that the solution rests in reforming 
this vital social program for the long term, in preserving the Roo- 
sevelt safety net, and in adding a savings component so every 
American can have the opportunity to create wealth over a working 
lifetime. Let me repeat that, in case some did not hear. Preserve, 
keep, retain the essential safety net against poverty and retire- 
ment, and add savings so every American can achieve real retire- 
ment security. So every American can walk in the footsteps of 
Oseola McCarty. 

In closing, Mr. Chairman, and to answer the Subcommittee’s 
three questions first, we have found a fundamental lack of knowl- 
edge about how Social Security works. In fact, many people actu- 
ally believe that there already is a Social Security account with 
their name on it. 

Second, we have found that there is little or no confidence that 
Social Security will be there in the long term. And third, we have 
found an overwhelming commitment to retain the vital safety net 
against poverty in retirement. 

To emphasize our main point, however, we have found that 
American families are struggling between a need to provide for 
their families today and to save for tomorrow. They are struggling 
with how to balance today’s realities with tomorrow’s hopes. This 
struggle can be overcome, Mr. Chairman, by reforming Social Secu- 
rity. Through Social Security reform, we can enable families to 
save for their own retirements and their children’s futures. 

In short, Oseola McCarty and her struggle is where the Social 
Security debate needs to be focused. This is the idea that resonates 
with the American people. 

Thank you for your time today, Mr. Chairman. I would be happy 
to answer any questions you may have regarding my testimony. 

[The prepared statement follows:] 

Statement of Brian F. Keane, Executive Director, Economic Security 2000 

Mr. Chairman, distinguished Members of the Subcommittee: 

Good morning. My name is Brian Keane. I am Executive Director of Economic Se- 
curity 2000. ES 2000 is the nation’s first nonpartisan, grassroots, educationai orga- 
nization dedicated to saving and reforming Sociai Security. 

First, I’d to thank you for your invitation to address the Subcommittee about the 
current state of public opinion on the future of Sociai Security. Cieariy, any at- 
tempts to reform the nation’s most important and popuiar sociai program would be 
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superficial, hallow and incomplete without gauging the American people’s general 
understanding of both Social Security’s workings and its long-term financial insol- 
vency. Moreover, it is essential that the American people are educated and in- 
formed, to the fullest extent possible, about all facets of Social Security and the var- 
ious models for its reform. Social Security is an issue which is near and dear to all 
Americans. Its legacy speaks to the very values we as a nation hold dear: a demo- 
cratic people coming together and using government to provide for the common 
good. Social Security is a good and necessary program. Our obligation today is to 
preserve it — and perfect it — for generations to come. And, I would suggest that this 
obligation entails not only saving America’s safety net against poverty in retirement, 
but also extending our national commitment toward the goal of creating wealth for 
those Americans currently unable to do so. 

In keeping with disclosure requirements of the U.S. House of Representatives, let 
me state that I appear before you representing solely Economic Security 2000, and 
no other client, person or organization. Economic Security 2000 is a non-profit cor- 
poration and does not receive any money from the government of any kind. 

I have submitted my full statement to the Subcommittee, which I ask be made 
part of the hearing record. 

Based on my more than eight years of work in both public policy here on Capitol 
Hill and in grassroots citizen outreach, I believe that the hearings you are conduct- 
ing on the subject of Social Security reform could not be more timely or more nec- 
essary. ES 2000 finds that today, most Americans are treading water financially, 
are beleaguered by the very high costs of attaining a decent retirement, and are 
finding themselves stuck without the opportunities to save and invest for a secure 
retirement. Moreover, far too many Americans are finding it increasingly difficult, 
if not impossible, to build a financial nest egg to pass down to their children and 
grandchildren that would ensure them a higher standard of living and greater fi- 
nancial independence and security. 

Redefining the Social Security Debate 

Concerns about the near- and long-term financial health and sustainability of the 
nation’s most vital social program are very real; indeed, President Clinton on more 
than one occasion has listed long-term Social Security reform as second on his list 
of five major priorities before leaving office. But with the dynamics of the Social Se- 
curity program affecting the lives of just about every American, both during their 
working lifetimes and especially in retirement, it would be myopic and inappropriate 
to address the future of Social Security outside the context of overall retirement se- 
curity and the American people’s economic opportunities and financial health lead- 
ing up to eventual retirement. To do so, I suggest, would be like trying to core an 
apple without piercing the skin. 

It is important to note that prior to founding our organization just over two years 
ago, ES 2000 President Sam Beard had no intention at all of engaging in a discus- 
sion about Social Security. A self-styled liberal Democrat who worked for the late 
Senator Robert Kennedy on economic renewal programs for the low-income commu- 
nity Bedford-Stu 3 rvesant in Brooklyn, New York, Sam set out to find ways to mend 
the growing gap in income a wealth in the United States. His goal: to expand eco- 
nomic opportunity across the nation, especially for those middle- and lower-income 
families who are cut out of the American dream. It is this huge gap between the 
rich and the poor in our country that motivated Sam. And so, after intensive study 
and consultation with economic experts, and struggling workers and families, it 
came as somewhat of an epiphany to Sam that the way to close this gap was 
through long-term Social Security reform. The financial and demographic problems 
of Social Security notwithstanding, Sam realized that reforming Social Security was 
an opportunity, a blessing of sorts, to promote economic stability, security and op- 
portunity for all Americans. 

As you are well aware. Social Security was designed as a safety net by President 
Eranklin Roosevelt: part three of a so-called “three-legged retirement stool,” with 
the other two legs being personal savings and pension income. By Roosevelt’s own 
design and intentions, the need to save and invest were not only crucial elements 
to a secure retirement, they were to be the primary vehicles by which American 
workers could build wealth over time, and thus provide a secure retirement. Social 
Security is about retirement security, and the American people’s economic opportu- 
nities — and lack thereof — to save and create wealth during their working lifetimes 
are directly related to the future of the program and how we ought to think about 
reforming the system. 

There’s no finer example of the lessons to be learned in this debate than that of 
Oseola McCarty, a retired laundry woman who ES 2000 is proud to have on its 



18 


Board of Governors. Now 88 years old, Ms. McCarty became a celebrity two years 
ago when she donated $150,000 for a scholarship program at the University of 
Southern Mississippi. She accumulated this nest egg and significantly more on earn- 
ings that never exceeded $9,000 in any year. How? In her words, “It was the magic 
of compounding interest.” Over her 76-year working lifetime, starting at age 8, a 
woman at the local bank helped her put away a few cents a week, sometimes a few 
dollars, and compounding interest did the rest. The picture here is clear: a woman 
who lived her entire working life in poverty was able to retire not just as part of 
America’s middle class, but as one of the top 1% of wealthy Americans. 

Mr. Chairman and members of the Subcommittee, there must be a way to make 
Oseola McCarty’s story work for every American. 

We submit to you that there is. And so do our distinguished Honorary Co-Chairs 
Senator Bob Kerrey (D-NE), Congressman Jim Kolbe (R-AZ) and Representative 
Charles Stenholm (D-TX), all of whom have been committed supporters of ES 2000’s 
mission and principles of reform. The solution rests in Social Security. Yes, we can 
create a nation of Oseola McCarty’s through Social Security reform. 

Thus, ES 2000 sees the need to redefine the Social Security debate. The financial 
and demographic problems facing Social Security notwithstanding, the gap in in- 
come and wealth in this country — between the relative few who can save and create 
wealth and the many who cannot — is a continuous and growing source of anxiety 
and frustration for millions of Americans. And this gap largely constitutes most 
Americans’ sense of retirement insecurity. With so many in this country treading 
water financially, it is wrong, not to say dangerous to our democracy, to keep them 
from owning a piece of America’s economic success, to keep them from letting their 
money go to work for them. 

Polling and American Public Opinion 

ES 2000 is particularly pleased that the Subcommittee requested input from pub- 
lic education and outreach organizations such as ours in addition to polling organi- 
zations. It is important to note that public opinion is not synonymous with the re- 
sults of public opinion polls, yet far too often the two are treated as if they were 
identical. Moreover, a focus solely on polling results ignores the dynamics of opinion 
formation and change, and often overlooks factors that may shape and manipulate 
public opinion. 

Though I am familiar with the procedures, components and interpretation of 
“polls” and “polling,” I offer no pretense of expertise in this area. ES 2000 recognizes 
that, if objective methodology is utilized and reasonable conclusions are drawn from 
their findings, polls can give a quick and valid insight into shades of preferences 
of Americans’ attitudes. Or, for reasons ranging from deliberate biases to uncontrol- 
lable factors associated with sampling error and confidence levels, they may not. 
Given polling’s pervasiveness particularly in the political realm of our society, I am 
sure that many of you have had both positive and negative experiences with 
polling’s accuracy and effect on policy and electoral outcomes. Let me just pose to 
you, Mr. Chairman and members of the Subcommittee, that polls can, and often do, 
“say” whatever a sponsoring party wants them to say at any point in time. For 
every poll that you might show me “saying” that the American people generally be- 
lieve that Social Security is perfectly fine as it is and that they do not see a need 
for reform, I can show you another poll “saying’ just the opposite. And for every one 
of those, I could show you a poll “saying” that most Americans believe the moon 
is made of green cheese. 

Polling can supplement attempts to gauge public opinion and knowledge of Social 
Security and other issues, but it alone is not sufficient. It alone can never replace 
or outweigh the value of the far superior method of physically going out and actu- 
ally talking to working and retired Americans, engaging them and sometimes edu- 
cating them about the facts. That is what Economic Security 2000 is all about. Hav- 
ing traveled to more than 70 cities in 25 states, we contend that the people them- 
selves — as opposed to verbal responses to structured poll questions — are the true ba- 
rometers of what the country knows and feels toward Social Security and many of 
the interrelated economic facets that engender this vital social program. In a sense, 
ES 2000 represents the “texture” of public opinion — ^we are a national focus group 
of sorts. 

I come before this Committee as an informed representative of a grassroots edu- 
cational network that directly interfaces and interacts with people and groups of all 
ages and political persuasions. It is especially because Social Security is an issue 
that is subject to all kinds of demagoguery and political and class warfare that ES 
2000 exists. 
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ES 2000 is an all-inclusive, non-partisan “truth-telling” campaign on all aspects 
of Social Security and how it affects every American. By calling our toll-free number 
1-888-SS-FACTS, all Americans can get the facts about Social Security today, its 
prospects for the future, and the attitudes of what Americans really want from a 
national retirement system. As an aside, I encourage your staffs to contact us to 
learn about what we are doing in your districts. 

I should add that ES 2000 does not operate or organize within rigid, predeter- 
mined paradigms or bases of support. Rather, our efforts include a broad base of 
support from Americans of every walk of life: Democrats, Republicans, Independ- 
ents, seniors. Baby Boomers, Generation X-ers, union members, young professionals, 
students, minimum-wage workers, and urban and agricultural workers all comprise 
ES 2000 and our mission. As such, we bring a unique insight to the mood, senti- 
ments and beliefs of a large sphere of the country regarding personal finances and 
retirement security. I urge the Committee to heed the growing number of voices of 
the American polity that, once armed with the unadulterated facts about Social Se- 
curity and the potential for expanded economic opportunity for all Americans, want 
Social Security to be both saved and reformed. 

In short, Mr. Chairman and members of the Subcommittee, the broad and diverse 
faces of America that comprise ES 2000 believe that Social Security can no longer 
afford to be seen in a vacuum — as a stand-alone program — for it touches the lives 
of almost every American and in a variety of social and economic ways. Social Secu- 
rity’s future can no longer ignore the need to create savings and wealth, create high- 
er standards of living and ensure real retirement security for every American. 

I am complying with the Committee’s focus with my following comments on the 
specific parameters of public opinion and Social Security about which it requested: 

1. Americans’ understanding of today’s Social Security programs; 2. Americans’ 
understanding of Social Security’s long-term financial insolvency; 3. Americans’ 
views on what changes are necessary to fix Social Security. 

As nearly three quarters of Social Security recipients are seniors and the thrust 
of the Social Security debate revolves around the issue of retirement security, I ask 
your indulgence in largely concentrating and confining my commentary to this, the 
largest portion of the program. This is in no way a relegation of the value or impor- 
tance of Social Security’s disability side, but rather a comporting extension of ES 
2000’s advocacy that this part of Social Security works well and ought to continue 
in its current operation and administration. 

ES 2000 finds that it very much depends on a variety of demographic factors as 
to Americans’ general understandings and misunderstandings about today’s Social 
Security system. To the fullest extent possible, I will specify within these different 
demographic groupings. 

1. Understanding of Today’s Social Security Programs 

In general, American workers, families and seniors of all ages and incomes have 
a fundamental lack of knowledge of how Social Security and its related programs 
work, and what the programs’ underlying intentions and capabilities are. 

Most older Americans, we have found, view Social Security as a right of passage — 
a sacrosanct entitlement into which everyone contributes during their working life- 
times and from which they can expect a decent retirement income. We interpret this 
as generally supportive of most Americans’ positive view of the program and its suc- 
cesses to date of lifting millions of seniors out of poverty. But outside the senior pop- 
ulation there is a general unfamiliarity that Social Security is a Depression-born 
program that has essentially remained unchanged over its 62 year history. And 
while most Americans know that Social Security is a program designed for retire- 
ment benefits, very few are familiar with the disability and survivors elements of 
the program. 

In addition, there are plenty of misconceptions about how Social Security is fi- 
nanced and what levels of income workers can expect in retirement. Most Americans 
know that they pay something into the system, but do not understand the nuances 
among the Federal Insurance Contributions Act (FICA), “payroll teixes,” Federal 
Old-Age Survivors Insurance (OASI), Federal Disability Insurance (DI), the propor- 
tions each take out of their paychecks and the distributions of each in financing So- 
cial Security. For purposes of convenience, I will herein after refer to contributions 
to the Social Security system as “payroll teixes,” as the largest portion of these teixes 
are allocated to the Social Security system. I realize the technical and legal distinc- 
tion that “payroll taxes” also includes a small portion allocated to the Federal Hos- 
pital Insurance (HI) Part A Medicare program. 

The major exceptions to these observations on the country’s comprehension of So- 
cial Security financing are the self-employed and small business owners: as a sub- 
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population, the self-employed and small business owners are expected to meet pay- 
rolls regularly, and as such have a more than pedestrian understanding about the 
various aspects of contributions into Social Security. Indeed, the self-employed are 
particularly familiar with their contributions to Social Security as they often are 
“double tcixed” with their Self Employment Contributions Act (SEGA) payments 
comprising both the “employee” and “employer” portion. 

In addition, a large proportion of Americans does not comprehend that Social Se- 
curity is supposed to be a self-financed system of transfer payments from young to 
old — the term “pay-as-you-go” is rarely understood — and that current benefit levels 
are directly related to the level of pa 3 Toll taxes that younger workers are willing 
to pay now and in the future. Far too often in the Social Security debate we hear 
sentiments similar to those of Geraldine Malerba, a 60-year-old teacher in New 
York City, New York, who thought that the government can spend as much or as 
little on Social Security as it wants — as if the system were just another government 
program to be expanded or cut with the annual debate over the allocation of general 
tax revenues. 

While most Americans think that Social Security does not pay enough and would 
like to see benefits expanded, few grasp the notion that expanding overall benefits 
necessarily requires raising aggregate pa 3 Toll taxes at some point, thereby taking 
more money out of the pockets of American workers. 

Another very common misconception among Americans is the view that Social Se- 
curity is some sort of bank account, complete with set-aside sums of money paid, 
account numbers and benefit statements, that will pay workers back with interest. 
And with relatively low payroll taxes until the 1970s, it was just that for those 
Americans now retired. Almost all of the people that we encounter, particularly 
those born in the 1950s or later, become shocked when informed that the average 
return on taxes paid into the system has been steadily falling since Social Security’s 
beginnings and is less than 2 percent today. These same younger and middle-age 
people practically roll over upon hearing they will have to live considerably beyond 
their normal life expectancies in order to reclaim the amount of payroll taxes they 
paid into the system. This trend only gets worse for today’s youngest Americans. 

And this leads to a related topic: when we speak to individuals and groups about 
reform proposals toward a two-tiered system that “de-politicizes” Social Security and 
enables workers to save and invest a portion of their payroll taxes in individually 
owned personal savings accounts, many people assume that they already have such 
an individual account arrangement with today’s Social Security system. These very 
same people are completely disillusioned and unaware that Social Security benefits 
are not stored in some individually owned account in a vault somewhere in Balti- 
more, Maryland. They are also unaware that Social Security benefits are in no way 
guaranteed, that workers have no legal claim to future Social Security benefits, and 
that Congress has the power to change benefit levels at any time. As stated in the 
Supreme Court decision in Eleming v. Nestor, U.S. 610 (1960), the taxes that work- 
ers pay toward Social Security does not confer upon them a legal right to receive 
benefits. As you can well imagine, knowledge of this point of law is practically non- 
existent across the country. 

Although ES 2000 finds that overall knowledge of financial and retirement issues 
is slowly increasing across the country, far too many Americans still do not under- 
stand Social Security’s place in the retirement equation: that President Eranklin 
Roosevelt envisioned the system as only a safety net “leg” of a three-legged secure 
retirement stool, with the other two legs being pension income and personal savings. 
And for a large proportion of those who may understand the concept of a three- 
legged secure retirement stool, a disturbing number does not have the opportunity 
or ability to save or participate in employer-provided retirement plans, both of 
which practices nearly every financial planning expert would attest is necessary to 
provide for a decent retirement. As you may know, only about half of the American 
workforce is covered by employer-provided pensions, and many of those that are 
often lose accumulated assets when changing jobs because of vesting and portability 
practices. 

As testimony to the severe lack of savings and pensions among Americans, the 
Social Security Administration’s own statistics show that 66 percent of retirees al- 
ready rely on Social Security for at least half of their retirement income, and one 
out of four depend on it for 90 percent or more. Rather than providing a protection 
against poverty in retirement. Social Security is retirement for a growing number 
of Americans — something for which it was never intended or equipped to provide. 
This is the grave problem. 

We find that this growing reliance on Social Security and the very low personal 
savings rate among American households stems most often from circumstance and 
not choice. American households now save less than 4 percent of their disposable 
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income — less than half the rate at the start of the 1980s — and the bottom 60 percent 
of American families have average savings of less than $1,300. Saving at the end 
of each month is hard enough as it is for millions of moderate- to lower-income 
Americans — impossible for some — and a sudden emergency like loss of job or medi- 
cal expenses can often wipe-out whatever savings have been achieved by American 
workers, putting the chances for a decent retirement on hold even longer. And often, 
plans to put-away savings sooner are pushed back or delayed with intentions to save 
greater proportions of disposable income later. But as many middle class Americans 
can attest, after paying payroll, federal, state and local taxes, paying bills and other 
basic living expenses, something else almost inevitably arises in households that re- 
quires potential savings and postpones the savings process further. It is not so much 
that these middle class families don’t want to save — they simply don’t have the dis- 
posable income to do it. 

2. Understanding of Social Security’s Long-Term Financial Insolvency 

Mirroring the findings of many recent public opinion surveys on the future of So- 
cial Security, ES 2000 encounters significant doubt and anxiety among most Ameri- 
cans — especially younger Americans — about Social Security’s viability. 

There is a pervasive feeling and thinking among Americans born after 1960 or 
so that Social Security just “won’t be there” when they retire. This is to say, most 
of the people and groups with whom we collaborate have knowledge — primarily from 
official government data and media accounts — of Social Security’s looming insol- 
vency. And there is an underlying belief across the country — and across most demo- 
graphic groups — that major changes to the system are necessary to preserve it. 

Knowledge of the causes of Social Security’s near-term financial insolvency, how- 
ever, is not as wide-spread. ES 2000 tends to encounter that more-educated and 
higher-income Americans realize that a combination of changing demographics and 
a depleted trust fund are at the heart of Social Security’s financial problems. Among 
other Americans, those who voice the most doubt about Social Security’s future view 
the magnitude of the government’s annual deficits or national debt as the main rea- 
son. 

As to knowledge about the costs of fixing Social Security’s financial problems, we 
have found that the public is sporadically aware of what is required to keep the cur- 
rent system afloat for the long-term. Though the media has done a commendable 
job in reporting the projections and findings of the 1994 Bipartisan [Kerrey- 
Danforth] Commission on Entitlement and Tax Reform, the President’s Advisory 
Council on Social Security and the annual Social Security Trustees’ Reports, we ex- 
perience that many Americans are not conscious of the substantial levels of teix in- 
creases or benefit cuts that these official government data have indicated will be re- 
quired to fund Social Security and Medicare within 30 years: doubling payroll taxes 
or cutting benefits 43 percent. Indeed, a large proportion of moderate- to lower- 
income workers is too pre-occupied with financially fending for the next week, 
month or year to focus on and grasp these statistics and what they mean for their 
daily lives and financial health. 

We find that the knowledge of recent history about Social Security’s financial 
problems is also somewhat sporadic. There is scarce realization of the fact that pay- 
roll tcix rates have been raised more than twenty times since 1937. Seniors, how- 
ever, are a major exception to this observation. Seniors also have more recognition 
or recollection of both the major payroll tax increases and benefit cuts which oc- 
curred in 1977, 1983 and 1993, and the fact that in each instance Americans were 
assured by Washington that the “fixes” would restore the financial soundness of So- 
cial Security through most of the 21st Century. 

When we provide people across the country with the facts of the past teix in- 
creases and benefit cuts to “fix” Social Security and of the steep projections of more 
needed to keep the system afloat, most Americans become indignant. This indigna- 
tion only increases when informed that three out of four wage earners in the coun- 
try are paying more in payroll taxes than in federal income taxes. “Why should we 
expect to believe again that one more patchwork of tax increases or benefit cuts will 
suffice?” said Michael Hartley, an ES 2000 volunteer in Durham, North Carolina. 
“This just to get back some $800 per month when and if I’m able to retire? Were 
the last three rounds of teix hikes and benefit cuts just rearranging deck chairs on 
the Titanic?... How can we save when they keep taking more money out of our pock- 
ets? 

We find that Americans’ opinions are nearly unanimous on the notion that even 
if we do simply raise teixes or cut benefits again to “save” Social Security as it is 
now, these devices do nothing to address the severe lack of savings and wealth cre- 
ating opportunities for most Americans. 
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We have also found that there is almost no understanding of the unfunded liabil- 
ity — some $10 trillion — that represents the difference between what we have prom- 
ised to pay each eligible recipient in benefits and what we have the ability to pay 
under current law. There is no realization that this figure keeps increasing each 
year under the current system, but would be a one-time cost with a definite end- 
point in transitioning to a funded system. 

3. Views on What Changes are Necessary to Fk Social Security 

Though views are somewhat disparate about exactly what should be done to fix 
Social Security, Americans overwhelmingly believe in retaining Social Security’s role 
in providing a safety net against poverty in retirement. At the same time, many be- 
lieve that they need more and better options for building financial and retirement 
security. 

ES 2000 finds that Americans’ views on needed changes to the Social Security sys- 
tem are very much related to their overall knowledge and understanding of how the 
program works and what its capabilities are. When informed with the facts about 
these aspects of the system, we generally find that the American public would like 
to have some sort of savings component added to the safety net. Most respond favor- 
ably to the concept of allowing American workers to put some of their hard-earned 
payroll teixes toward more productive resources, toward real economic savings, and 
let their money work for them. 

There are, however, still some who would accept higher payroll taxes or benefit 
reductions, but only in the context that they could have an iron-clad guarantee that 
they would be sufficient to preserve, once and for all, the solvency of Social Security 
over throughout the next century and to provide higher benefits to the most needy. 
These Americans resents and rejects the continuous reliance on tax increases or 
benefit cuts as short-term “fixes” for the long-term problems of changing demo- 
graphics and actuarial imbalance. But when reminded of the assurances sold to the 
American public in 1977, 1983 and 1993, support for this position wanes dramati- 
cally. 


Conclusion 

In closing, Mr. Chairman, ES 2000 finds that most Americans think that Social 
Security should retain its role in providing a safety net protection against poverty 
in retirement. What they are really saying however, is that the government should 
have a role in providing a secure retirement for all, regardless of the state of per- 
sonal savings or pensions. 

This thinking necessitates a new way of approaching Social Security. Social Secu- 
rity is no longer the “third leg” of the retirement stool. It is rapidly becoming the 
only leg of the retirement stool. 

In order to make that leg work, we are finding that people overwhelmingly sup- 
port moving to some type of public-private partnership in creating a savings and 
wealth creating system for the American people. We can allow the American people 
to save part of their payroll taxes — money they are already paying — in an account 
with their name on it; we can allow a portion of their payroll teix to continue to go 
into the Trust Fund to keep a strong safety net against poverty in retirement and 
to pay for disability and survivors benefits — the same manner in which Social Secu- 
rity operates now. 

In instituting such reforms, we add the benefit of creating wealth where currently 
none exists. We can, for the first time in a generation, allow the moderate- to low- 
income workers of this country to save money for their own retirements and for a 
financial nest egg for their children and grandchildren. By creating and building 
savings, we are giving the Oseola McCarty’s of America, perhaps, the half leg up 
that they need to break their recurrent cycles of poverty and to take part in the 
American dream and own a piece of America’s economic success. 

In the words of President Franklin D. Roosevelt himself: “We stand committed to 
the proposition that freedom is no half-and-half affair. If the average citizen is guar- 
anteed equal opportunity in the polling place, he must have equal opportunity in 
the market place.” The American people want and deserve a national retirement 
system that has the ability to recognize a lifetime of hard work and the decency to 
respect and reward it. 

Thank you, again, for this opportunity to appear before you today, Mr. Chairman 
and members of the Subcommittee. I will be happy to answer any questions you 
may have regarding my testimony. 
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Chairman BUNNING. Thank you, Mr. Keane. 

Mr. Salisbury. 

STATEMENT OF DALLAS L. SALISBURY, PRESIDENT, 

EMPLOYEE BENEFIT RESEARCH INSTITUTE; AND 

CHAIRMAN, AMERICAN SAVINGS EDUCATION COUNCIL 

Mr. Salisbury. Mr. Chairman and Members of the Subcommit- 
tee, it’s a pleasure to be here today. 

I serve in dual capacities that have me in here today as presi- 
dent of the Employee Benefit Research Institute, a nonprofit re- 
search and educational group that started here in Washington in 
1978; and the American Savings Education Council, which we 
founded in 1995, to take the message of the need for savings and 
retirement planning more broadly to the American people. 

This morning, since we’ve heard from a number of others at will, 
and much of our research and public opinion that began in 1990 
with the Gallup organization, and since 1994 with Matthew 
Greenwald and Associates, essentially reinforces the key points of 
the other witnesses. First, that knowledge is low; second, that con- 
fidence is relatively low. I will note in both cases, very much on an 
age specific basis. And third that the public strongly, at all ages, 
including the Generation Xers, wants the Social Security system 
maintained. 

Instead, I’ll focus on two points that relate to that confidence 
issue. First is an issue referred to by the last point of the prior wit- 
ness, the issue of a trust fund. And in our most recent survey, we 
asked the following question: What do individuals believe trust 
fund exhaustion means. They were given two choices. The system 
will be completely broke and unable to pay any benefits, or, the 
system will have fewer assets and will have to pay out benefits at 
a reduced level. 

Thirty percent incorrectly believe that it means the system will 
be completely broke and unable to pay any benefits. Significantly, 
48 percent of Generation Xers believe that it means there will be 
no money for any benefits. This is to underline the necessity of a 
broad-based national education campaign for the American public, 
so that on simple issues of the structure of the Social Security Pro- 
gram, they understand the trust fund insolvency simply means 
that there is not enough cash to pay 100 percent. There is in fact, 
by the Social Security actuaries numbers, broadly accepted, at least 
enough money to pay 75 percent of the promised benefits. 

We believe that what is ironic is that in spite of this 48 percent 
of Generation Xers saying that they think nothing will be there, 
that they overwhelmingly support continuation of the program and 
overwhelmingly join all other Americans in our surveys, in con- 
tradiction of some of the earlier comments, in saying that, given 
the choice between paying higher payroll taxes or having benefits 
cut, that they would favor paying higher payroll taxes. This in- 
cludes nearly 60 percent of Generation Xers when faced with that 
precise choice. 

As a final point of reference, last year in terms of this issue of 
public perception, Luntz Associates did a survey for Third Milieu- 
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nium that gained very wide public recognition. It gained recogni- 
tion based on a headline which was a, should we say, very poor use 
of survey results. 

It took the answer to the first question, do you believe in Social 
Security being there, and compared it to the response to the 14th 
question, do you believe in UFOs. And it implied in all of its cov- 
erage that the people had been asked, do you have greater con- 
fidence in Social Security or in UFOs, which is not what any sur- 
vey researcher would tell you is a legitimate use of survey results. 

We just got back a survey last week. We found that 58 percent 
of the public believes they will receive some benefit from Social Se- 
curity. This ranges from 83 percent of those about to retire down 
to 44 percent of those younger than the baby boomers. This finding 
is consistent with the Luntz Generation X survey. Their number, 
instead of 44 percent, was 41 percent, but within the ball park of 
their plus or minus 4 percent of error. 

Second, we asked, do you believe that living beings from other 
planets have piloted spacecraft to or near Earth. We asked this 
question, for those who laugh, because one Member of Congress, a 
member of the Ways and Means Committee, in many speeches 
around the country, has cited the Luntz Survey as showing that 
the public has more confidence in little green men from Mars than 
they do in Social Security, and cites the Third Millennium survey. 
We decided to test the theory. 

Thirty percent of the American public believes that these aliens 
exist. Sixty percent does not. Third, because of the attention to that 
survey, we asked, which definition of UFO comes closer to your be- 
lief structure. Seventy-seven percent said, an object in the sky that 
cannot be identified. And 19 percent said a spacecraft that is con- 
trolled by an alien. 

Fourth, we asked people, which do you have greater confidence 
in. Seventy-one percent said receiving Social Security benefits after 
retirement, as opposed to 26 percent that said alien life from outer 
space exists. 

For Generation Xers, these responses are slightly different. But 
even for Generation Xers, 63 percent have greater confidence in re- 
ceiving Social Security than in the existence and the life of alien 
beings. 

I only underline this to underline the degree to which, as this de- 
bate goes forward, the U.S. Congress and the U.S. public must re- 
view all public opinion surveys with healthy skepticism and take 
great care in looking at what has been found, what has been pre- 
sented, and what it means. Careful selection of questions can lead 
to very misleading results, as we move forward with this reform of 
a most important and vital American program. 

Thank you. 

[The prepared statement follows:] 
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Statement of Dallas L. Salisbury, President, Employee Benefit Research 
Institute; and Chairman, American Savings Education Council 

The views expressed in this statement are solely those of the author and should 
not be attributed to the Employee Benefit research Instatite, or the EBRI Education 
and Research Fund, its officers, trustees, sponsors, or other staff, or to the EBRI- 
ERF Amercian Savings Education Council. The employee Benefit Research Insttiute 
is a nonprofit, nonpartisan, public policy research organization which does not lobby 
or take positions on legislative proposals. 

Mr. Chairman and members of the committee: 1 am Dallas L. Salisbury, President 
of the Employee Benefit Research Institute (EBRI) and Chairman of the American 
Savings Education Council (ASEC), both located in Washington, DC. I take full re- 
sponsibility for my statement today, and my thoughts should not be attributed to 
the organizations for which I work. 

Our Survey Work 

EBRI began doing public opinion research on Social Security in 1990. This re- 
search has been conducted by two different organizations in different years: the Gal- 
lup Organization from 1990 to 1996, and Matthew Greenwald and Associates with 
an annual Retirement Confidence Survey (RCS) from 1990 to 1997. These surveys 
have explored a wide range of economic security topics. In 1998, EBRI will initiate 
an annual Health Confidence Survey. 

I have made extensive material available to the Committee, which has been sub- 
mitted as part of the full statement. This morning, I want to highlight findings that 
relate to the debate over Social Security reform. 

Social Security, UFOs, and Aliens 

EBRI recently completed a new survey with Matthew Greenwald and Associates 
that looks at Social Security, UFOs, and aliens. 

First, 58 percent of the public believes that they will receive some benefits from 
Social Security. This ranges from 83 percent of those about to retire down to 44 per- 
cent of those younger than the baby boomers. This is consistent with a 1995 Luntz 
survey of generation X. 

Second, we asked, “Do you believe that living beings from other planets have pi- 
loted space craft to or near earth, which have been seen by human beings?” 

• 30 percent said yes 

• 60 percent said no 

Third, because of the attention given to the 1995 Luntz survey for Third 
Millenium that was publicized as comparing faith in Social Security to belief in 
UFOs, we asked the public: “Which one comes closest to your definition of UFO?” 

• 77 percent said an “object in the sky that cannot be identified,” and 

• 19 percent said a “spacecraft that is controlled by an alien.” 

Fourth, we asked people, “Which do you have greater confidence in? 

• 71 percent said “receiving Social Security benefits after retirement,” and 

• 26 percent said that “alien life from outer space exists.” 

For generation X’ers, these responses were 63 percent and 33 percent. 

The Gallup organization has undertaken surveys since the 1960s that have found 
that a consistent 40 plus percent of the population thinks that UFOs exist. The 1995 
Luntz survey found that 46 percent of those ages 18-34 believed that there were 
UFOs. Separate from that question, Luntz found that 63 percent (±4.4 percent) of 
those ages 18-34 “did not think Social Security will still exist by the time you re- 
tire.” Fifty-six percent (±4.4 percent) favored being allowed to put part of their pay- 
roll teixes into an individual retirement account (IRA) while taking a lower Social 
Security benefit. Seventy percent opposed raising the retirement age to 70; 51 per- 
cent favored means testing the benefits; 51 percent favored taxing 100 percent of 
the benefits paid to upper middle income taxpayers. 

The Public and Social Security 

First, our surveys have consistently found that the public views Social Security 
as one of the most important programs maintained by the nation — 68 percent view 
it as second only to Medicare. 

Second, two-thirds of the public believe that people now receiving Social Security 
really need the assistance it provides. 

Third, over 80 percent of the public has lost some faith in the future of the pro- 
gram. This number has risen over time as media and public attention has focused 
on the program. 
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Fourth, in terms of reform, over 63 percent of workers and retirees favor payroll 
tax increases over benefit reductions, including 57 percent of generation X’ers and 
67 percent of women. 

Fifth, generation X’ers look to Social Security as a secondary source of retirement 
income, with their own savings and continued work as primary sources. This rep- 
resents a substantial change from the past, but given the relatively small benefits 
paid by Social Security, it says that the young are more realistic about what it will 
take to have an adequate income in retirement. 

Sixth, the public does not have a good understanding of the Social Security pro- 
gram. Asked what trust fund exhaustion meant to them: 

• 68 percent said the system will have fewer assets and will have to pay out bene- 
fits at a lower level, 

• 42 percent either said the system would be completely broke and unable to pay 
any benefits (30 percent) or did not know (12 percent), and 

• 48 percent among generation X’ers thought there would be no money to pay any 
benefits, compared with 18 percent of pre-boomers. 

This exceedingly low level of accurate understanding may help explain why the 
young have such low confidence in receiving any Social Security benefits. At the 
same time, it underlines the need for public officials to undertake a campaign to 
assure that the public has the facts on Social Security. 

Conclusion 

A full review of public opinion on Social Security underlines workers’ and retirees’ 
hope that the program will continue to exist and the fact that they do not have a 
good understanding of the program. This suggests that the first step for policy- 
makers is to educate the public on this “pay-as-you-go program,” and then move to 
a discussion of reform. Today, the public does not have a clear enough understand- 
ing of the program to make informed judgments on reform alternatives. 

Public Attitudes on Social Security Reform 

Surveys conducted by the Employee Benefit Research Institute and the Gallup Or- 
ganization, Inc. from February 1990 to March 1996 examined public attitudes on So- 
cial Security. 1 Time trends and direct comparison among the surveys are problem- 
atic due to changes in question wording or response options. However, the survey 
results do provide some insights into attitudes toward Social Security and how these 
attitudes have shifted over the years. 

The Current System 

In the early 1990s, Americans were evenly split in their beliefs about the likeli- 
hood that the Social Security system will be able to pay benefits to them when they 
retire; in 1990 and 1991, 49 percent believed they would receive benefits. However, 
in 1990, 92 percent of survey respondents did not believe that the Social Security 
benefits alone would allow them to meet all of their financial needs during retire- 
ment. In recent years, most Americans have become aware of the financing issues 
facing today’s Social Security system. By 1995, 82 percent agreed or strongly agreed 
with the statement that working Americans are beginning to lose faith concerning 
whether Social Security benefits will be available when they retire (chart 1). 


^See Employee Benefit Research Institute/The Gallup Organization Inc., “Public Attitudes on 
Social Security 1990,” EBRI Report G— 7 {Washington, DC: Employee Benefit Research Institute, 
1990; “Public Attitidues on Social Security Benefits 1991,” EBRI Report G-23 (Washington, DC: 
Employee Benefit Research Institute, 1991); “Public Attitudes on Social Security, Part I,” EBRI 
Report G— 56 (Washington, DC: Employee Benefit Research Institute, 1993); “Public Attitudes 
on Social Security, Part II,” EBRI Report G— 57 (Washington, DC: Employee Benefit Research 
Institute, 1994); and “Public Attitudes on Social Security, 1995,” EBRI Report G— 62 (Washing- 
ton, DC: Employee Benefit Research Institute, 1995). 
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Chart 1 

Percentage of Respondents Who Agreed or Strongly Agreed, 
March 1995 
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You expect to get less money out of Social 
Security than what you or your spouse put in 

Most people now receiving Social 
Security really need the assistance provided 

Working Americans are beginning to lose 
faith in whether Social Security benefits will be 
available when they 
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Source: Employee Benefit Research Inslltute/The Gallup Organization, Inc., "Public Attitudes on Social Security, 1995," EBRI Report G-62 
(Employee Benefit Research Institute, 1995). 

Is the current Social Security system a good program for today’s younger workers? 
Only one-third of respondents in 1995 either agreed or strongly agreed that it is, 
while nearly one-half (47 percent) disagreed or disagreed strongly that this is a good 
program for today’s younger workers. 

Reform Proposals 

Several of the reform proposals put forth today advocate contributions to individ- 
ual retirement accounts. In 1991, when asked if Social Security taxes, or a portion 
of these taxes, should go to individual retirement accounts in the worker’s own 
name, or if the system should remain as it is, 61 percent thought the money should 
go to individual accounts, while 32 percent believed the system should stay as it is. 
The March 1995 survey found that 53 percent agreed or strongly agreed that most 
people could make more money by investing their retirement funds in the private 
sector than they could from Social Security. This has been a hot topic recently, with 
regard to individuals’ ability to invest wisely and at an appropriate risk level. These 
concerns translate into a concern for overall retirement income adequacy. 

The idea of a voluntary Social Security system has also arisen in the reform pro- 
posals. In 1990 and 1991, among survey respondents, 45 percent and 50 percent, 
respectively, were in favor of voluntary participation. While some advocates of re- 
form favor a voluntary program, this idea has raised concern among others regard- 
ing the adequacy of individuals’ incomes in retirement. 

When respondents were asked in the 1991 survey if they thought higher taxes 
would be required in order for Social Security benefits to be paid in the next cen- 
tury, 73 percent responded affirmatively. Forty-two percent of individuals surveyed 
in 1995 disagreed or strongly disagreed with the statement that taxes will have to 
be raised dramatically to pay for Social Security benefits in the future. In compari- 
son, one-third agreed or strongly agreed with the preceding statement. 

Contrary to the notion that individuals do not welcome immediate change, in the 
March 1995 survey, Americans indicated a preference for some immediate tax in- 
creases in order to lessen the tax burden on future workers (62 percent in favor) 
(chart 2). Interviewees were informed that, in order to maintain present levels of 
Social Security benefits for baby boomers, the Social Security pa 3 Toll tax would have 
to increase approximately 27 percent to 33 percent for both employers and employ- 
ees by 2030. Twenty-eight percent said they preferred to postpone taxes until after 
2010 . 
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Chart 2 

Payroll Tax Increase Preferences, March 1995 



Source; Employee Benefit Research Institute/The Gallup Organization, Inc,, "Public Attitudes on Social Security, 
1995,". EBlil Report G-62 (Employee Benefit Research Institute, 1995). 

Changes in the Level of Benefits Received 

Twenty-four percent of surveyed individuals in April 1994 expected the level of 
Social Security benefits to increase in the future, while 40 percent expected benefits 
to decrease and 31 percent believed they would be eliminated. Benefits would re- 
main the same, according to 4 percent of respondents. A similar question was asked 
in March 1995; however, direct comparison of the responses is not possible because 
the questions were phrased differently ^ and the response options differed as well. 
In March 1995, 21 percent of respondents expected that benefits would be reduced 
for all people, whereas 25 percent expected they would be reduced at a greater rate 
for higher income people than for lower income people. Additionally, 26 percent 
thought the benefits would stay the same, and one-fifth thought they would be 
eliminated. 

Interestingly, when individuals were asked what they believed should happen to 
the level of benefits (as opposed to what they expect to happen), their responses 
were quite different. Not surprisingly, a greater percentage would prefer to see only 
some people affected by reform. Five percent believed that Social Security benefits 
should be reduced for everyone, but 45 percent believed that benefits should be re- 
duced more for higher income people than for lower income people. Another 40 per- 
cent thought benefits should stay the same, and 4 percent thought the benefits 
should be eliminated. 

Expected Returns 

In the March 1995 survey, 60 percent of respondents supported the fact that a 
part of every working person’s income goes to support the Social Security program, 
which is the basic premise of a social insurance program. However, 17 percent of 
individuals were opposed to this arrangement. Although a majority believe that ev- 
eryone should pay into Social Security, some believe that not everyone should re- 
ceive benefits from the program. Thirty-two percent agreed or strongly agreed that 
retirees with earnings over $100,000 should not get Social Security, even if they 
paid into the system. However, nearly one-half (47 percent) either disagreed or 
strongly disagreed with the previous statement. 

Sixty percent of those surveyed in 1995 expected to receive less money from Social 
Security than they contributed. Interestingly, age differences existed for this ques- 
tion. Among those ages 18-34 and 35-54, 72 percent and 67 percent, respectively, 
expected to contribute more money than they would receive from Social Security. 


2 The April 1994 question read, “Do you expect the level of Social Security benefits to increase, 
decrease, or be elimiated in the future?” while the March 1995 question read, “In the future, 
do you expect that Social Security benefits will: (a) be reduced for all people, (b) be reduced at 
a greater rate for high income people than for low income people, (c) stay the same, (d) be elimi- 
nated, or (e) don’t know. 
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In comparison, 34 percent of those ages 55 and older expected to receive less money 
than they contributed. 

In general, Americans believe Social Security to be a good program and, in 1995, 
67 percent of survey respondents agreed or strongly agreed that most people receiv- 
ing Social Security really need the assistance it provides. Most people are now 
aware of the upcoming issues facing the program and are conscious of the need for 
some type of reform. 

Social Security Finances 

It is apparent that many Americans do not understand the debate over the Social 
Security’s long-term financial condition. Thirty-six percent reported in the RCS that 
they are not confident that they have a good understanding of how the Social Secu- 
rity system works (chart 3). While this number is at its lowest point since the ques- 
tion was first asked in 1992, it is still only slightly below the 38 percent figure re- 
ported in 1992. Respondents were asked what they believe the term “trust fund ex- 
haustion” means and were given two choices — (1) the system will be completely 
broke and unable to pay any benefits or (2) the system will have fewer assets and 
will have to pay out benefits at a reduced level. Thirty percent incorrectly believe 
that it means the system will be completely broke and unable to pay any benefits 
(in addition, 12 percent responded that they do not know) (chart 4). The younger 
the individual, the more likely this response. Nearly one-half (48 percent) of genera- 
tion X’ers believe trust fund exhaustion means system bankruptcy, compared with 
18 percent of pre-boomers. This is not surprising, given that 52 percent of genera- 
tion X’ers are not confident in their understanding of how the system works, com- 
pared with 23 percent of pre-boomers. 

Chart 3 

Americans’ Confidence in Social Security and Medicare 


Good Understanding ol How the Social 
Security System Works 

Social Security Will Continue to Provide 
Benefits of Equal Value to Those 
Received by Retirees Today 


Good Understanding of How the 
Medicare System Works 


Medicare Will Continue to Provide 
Benefits of Equal Value to Those 
Received by Retirees Today 
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Percentage 



Source; 1997 Retirement Confidence Survey. 
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Chart4 

Meaning of "Trust Fund Exhaustion” to Americans 



Total Pre-Boomers Early Boomers Late Boom&s Generation X Males 
Source: 1997 Retirement Conlidence Survey. 


Sixty-eight percent of Americans are not confident that Social Security will con- 
tinue to provide benefits of equal value to the benefits received by retirees today 
(chart 3). This figure is down from its peak of 73 percent in 1996, but is still higher 
than the 65 percent first reported in 1992. Among workers, only 12 percent expect 
it to be their most important source of retirement income, while 22 percent do not 
expect it to be an income source at all in retirement. 

Other Surveys Find: The Public Agenda/Fidelity study found that 22 percent ex- 
pect to get nothing from Social Security. 

Assuming that adjustments or changes must be made to the Social Security sys- 
tem to ensure its financial viability in the future, ECS survey respondents were 
forced to express a preference between increased payroll taxes on workers or re- 
duced benefit levels for retirees. When forced to choose, 63 percent chose increased 
payroll taxes and 32 percent chose decreased benefit levels (chart 5). The majority 
of each generation chose increased payroll taxes, although generation X’ers were the 
least likely to favor it (57 percent). Sixty-seven percent of women chose increased 
payroll taxes, compared with 58 percent of men. Among those favoring benefit cuts, 
there was a fairly even split when forced to express a preference for how to make 
the cut. Thirty-three percent favored raising the age for retirement with full benefits 
to 70, 37 percent favored decreasing cost-of-living-adjustments (COLAs) that occur 
with inflation, and 26 percent favored cutting benefits for all recipients. 


Charts 

If Forced to Chose, Americans’ Preference for Social Security Reform 



Boomers Boomers Boomers X 


9 Increase Payroll Taxes on Workers 
□ Decrease Benefit Levels for Retirees 


Source: 1997 Retirement Confidence Survey. 

As regards Medicare, 67 percent of Americans are not confident that the system 
will continue to provide benefits of equal value to the benefits received by retirees 
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today (chart 3). In fact, 46 percent of workers do not believe that the Medicare pro- 
gram will still be providing health insurance when they retire (chart 6). Women are 
more likely to feel this way than men (51 percent, compared with 41 percent). Sixty- 
four percent of generation X’ers feel this way, compared with 55 percent of late 
boomers, 42 percent of early boomers, and 21 percent of pre-boomers. This may help 
explain why 36 percent of workers are not confident that they will have enough 
money to take care of medical expenses when they retire. 

Chart 6 

Do Workers Believe Medicare Will Be There When They Retire? 



Total Pre-Boomers Early Boomers Late Boomers Generation X Males Females 


Source: 1997 Rehremwit Confidence Survey. 


Chairman BUNNING. Thank you. 

Ms. Knighton. 

STATEMENT OF BETTY KNIGHTON, MODERATOR, NATIONAL 

ISSUES FORUMS INSTITUTE, CHARLESTON, WEST VIRGINIA; 

ACCOMPANIED BY JOHN DOBLE, PRESIDENT, DOBLE 

RESEARCH ASSOCIATES, INC., ENGLEWOOD CLIFFS, NEW 

JERSEY; JULE ZIMMET, MODERATOR, NATIONAL ISSUES 

FORUMS INSTITUTE, EL PASO, TEXAS; BOB KINGSTON, 

ASSOCIATE, KETTERING FOUNDATION 

Ms. Knighton. Good morning. My name is Betty Knighton, and 
I’m a National Issues Forums moderator from Charleston, West 
Virginia. 

National Issues Forums is a network of thousands of civic and 
educational organizations around the country that convenes citi- 
zens forums. We’re in our 16th year. And the organizations that 
hold forums now range from libraries to literacy groups, from com- 
munity colleges to churches, from high schools to senior citizen 
groups to a^icultural co-ops. 

I would like to emphasize that National Issues Forums is non- 
partisan and nonprofit. Forums are always locally financed, locally 
organized and locally determined. They champion no political 
cause. 

National Issues Forums differ significantly from polling and from 
political debates. In the forums, citizens deliberate on the benefits, 
the costs and the consequences of a range of options on an impor- 
tant issue. The issues are not framed in technical, expert terms nor 
in partisan political terms. 

It’s been my experience in 6 years of convening and moderating 
National Issues Forums that citizens are willing and able to bring 
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their personal concerns to bear on a discussion of public needs and 
national policy when issues are framed in this way. The National 
Issues Forums discussion guide we use in our forums on Social Se- 
curity, the report analyzing the results of the forums, and a copy 
of “A Public Voice,” a PBS television special based on these forums, 
are all in your materials. 

[The material is being retained in the Committee files.] 

You’ll also find a letter from Governor William Winter, Chairman 
of the National Issues Forums Institute Board. He regrets that he 
couldn’t be here today, but he did want to convey his enthusiasm 
to you for this way that citizens are doing their part in helping to 
set directions on important national issues. Jule Zimet, a National 
Issues Forums moderator from El Paso, Texas, and Bob Kingston, 
an associate with the Kettering Foundation, are with us and also 
available for your questions. 

I would like now to introduce John Doble, of Doble Research As- 
sociates, who with his colleagues independently analyzed the re- 
sults of our forums. 

Chairman BuNNiNG. Mr. Doble, go right ahead. 

Mr. Doble. Thank you, Mr. Chairman. 

Thank you, Betty. 

Each year. National Issues Forums are held in hundreds of com- 
munities across the country. Our findings come from analyzing 
questionnaires people filled out before and after the forums, con- 
ducting interviews with moderators across the country about what 
happened in their forums, listening to what people said in forums 
that we monitored directly or reviewed on video tape, and conduct- 
ing focus groups ourselves. We believe this procedure enables us to 
reach a deep understanding about how Americans are thinking 
about this issue. 

Here are our seven major findings. First, the issue of entitlement 
for seniors was in participants’ minds not one issue, but two. Social 
Security and Medicare. Medicare was seen as part of a larger issue 
of health care. To forum participants. Social Security was the more 
urgent issue, with concern centered on what they saw as its pos- 
sible insolvency. 

Two, no matter what changes we make to Social Security, par- 
ticipants concluded that we as a people had an obligation to pro- 
vide adequate health care and enough income to keep all elderly 
Americans out of poverty. As well as being a moral imperative, a 
universal retirement system was seen to be vital for practical rea- 
sons. 

These programs have worked, said a woman from Lake Worth, 
Florida. While there were differences of opinion between young and 
old, sometimes marked differences, we saw in the forums no sign 
of an intergenerational war. But young and old felt this was a com- 
mon problem, something we must solve together. 

Three, participants opposed making Social Security a means- 
tested program, both before and after they deliberated. However, 
while they oppose the concept of means testing, many favored some 
incremental changes, some of which would have a disproportionate 
effect on those in upper income brackets. Majorities found three 
changes worth considering. 
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First, raising the ceiling on the Social Security tax. Indeed, many 
did not realize that Social Security taxes are paid on only about the 
first 60-odd thousand earned each year. Second, they favored tax- 
ing Social Security benefits like other retirement income. And 
third, there was support for adjusting the Social Security, COLA, 
cost of living adjustment. 

Our fourth finding is that younger participants in particular fear 
that Social Security will not be there when it’s time for them to re- 
tire. Again and again, in the forums, younger participants said that 
if nothing is done. Social Security would bankrupt before they 
could retire. An irresistible force, they said, is the large number of 
baby boomers who will soon become eligible for benefits. 

Among those under 30, 73 percent were very concerned that So- 
cial Security and Medicare will run out of funds before long. 
Seventy-three percent very concerned. Fears based on demo- 
graphics and the deficit played into a broader cynicism about gov- 
ernment competence and trustworthiness. 

Five, there was great interest in exploring the idea of mandatory 
private retirement accounts, especially among younger respond- 
ents. Participants considered whether to replace Social Security 
with a Chilean-type system, a mandatory private retirement ac- 
count in which people would have to save for retirement, but could 
control the money themselves. Large numbers, especially those 
under 30, wanted to talk about this concept. 

Participants said private retirement accounts would give them 
more control over their savings. And 67 percent said it’s very im- 
portant that people take more responsibility for their own retire- 
ment. But the key reason why so many young people were at- 
tracted to the idea was their belief that this was the only possible 
option that might be there for them when they reach retirement 
age. 

At the same time, as people deliberated about this issue, serious 
questions arose. Would everyone invest wisely? Would some end up 
with too little to live on? Would the transition costs be enormous? 
Wouldn’t switching to a private system cut some of the bonds that 
hold society together? Should peoples’ choices be limited or in- 
sured? 

But these questions notwithstanding, interest in the idea re- 
mained high after the forums. 

Six, as people deliberated, one effect was crystal clear. They 
moved from thinking of Social Security as a senior’s only source of 
income to seeing it as one leg of a three-legged stool. At the start 
of the forums, many participants spoke of Social Security as some- 
thing designed to support retirees. It can be their main or only 
source of income. But as they deliberated, and heard from others, 
they increasingly came to see it as one source of a retiree’s income. 

Seventh and last, in these forums, participants said our retire- 
ment system faces a crisis, and agreed that something must be 
done. Their thinking about retirement was markedly different from 
15 years ago when NIF first took up this issue. While leaders saw 
a crisis, the public then was just learning about the issue. Now, 
there is a general sense among participants that this issue must 
be dealt with, with 59 percent saying they are very concerned that 
Social Security and Medicare will run out of funds before long. 
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In sum, while the conventional wisdom is that this is a third rail 
issue, the forums show that the American people are ready to talk 
seriously and responsibly about the future of Social Security. 

Thank you. 

[The prepared statements and attachment follow:] 

Statement of Betty Knighton, Moderator, National Issues Forums Institute, 
Charleston, West Virginia 

Good morning. My name is Betty Knighton. I’m a National Issues Forums mod- 
erator from Charleston, West Virginia. On behalf of NIF, thank you for the oppor- 
tunity to tell about what we’ve learned from listening to citizens deliberate about 
Social Security and retirement. 

National Issues Forums differ from polling and from most public discussions. NIF 
is a network of thousands of civic and educational organizations around the country 
that hold citizen forums. It is in its 16th year, and the organizations that hold NIF 
forums range from libraries to literacy groups, from community colleges to churches, 
from high schools to prisons, from leadership groups to agricultural co-ops. 

I want to emphasize that NIF is nonpartisan and nonprofit; forums are locally fi- 
nanced and locally determined and champion no political cause. NIF moderators do 
their utmost to remain neutral, and the discussion guides present a range of options 
to important issues. In the forums, citizens deliberate on the benefits, costs and con- 
sequences of each option. The issue is NOT framed in technical, expert terms; NOR 
in partisan political terms. Instead, each option reflects what a significant percent- 
age of people say are their concerns — what they hold most valuable. In the case of 
the discussion guide on Social Security, views reflected such deeply held convictions 
as honoring our promises, the responsibility to future generations that modifications 
might allow, the importance of maintaining a universal system, and the value of in- 
dividual choice and personal savings. 

It has been my experience in six years of convening and moderating National 
Issues Forums, that when issues are framed this way, citizens are able to bring 
their personal concerns to bear on a discussion of public needs and national policy. 
The NIF issue book on Social Security, the ensuing report analyzing the results of 
the forums, and a copy of “A Public Voice,” a PBS television presentation, based on 
the forums and broadcast on more than 200 stations — these are all in your mate- 
rials. 

Also, you’ll find a letter from Governor William Winter, chairman of the National 
Issues Forums Institute board. He regrets that he could not be with us today but 
wanted to convey his enthusiasm for this way of citizens doing their part to help 
set directions on important issues. 

Now, I would like to turn it over to John Doble, of Doble Research Associates, of 
Englewood, N.J., who with his colleagues independently analyzed the results of the 
forums and produced the report. 
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October 23, 1997 


Honorable Jim Burning 
Chairman 

Subcommittee on Social Security 
Committee on Ways and Means 
United States House of Representatives 
Washington, D.C. 20615 

Dear Mr. Chairman: 

On behalf of the National Issues Forums Institute, we are grateful for the 
opportunity to testify on the current state of public opinion on the future of Social Security. 

National Issues Forums (NIF) are a 15-year-old, voluntary, nonpartisan, 
nationwide network of forums and study circles rooted in thi simple notion that citizens 
need to come together to deliberate about common problems in order to act on them. 
Indeed, we feel, democracy requires an ongoing deliberative dialogue about challenging 
public policy issues. 

Each year, major issues of concern are identified. Discussion guides laying out 
several policy options, with pros and cons for each, are prepared to help guide the 
deliberation. Forums are organized all across the countiy by civic, service, and religious 
organizations as well as by libraries, colleges, universities and high schools, literacy and 
leadership programs, prisons, businesses and labor unions, and senior groups. More than 
20 Public Policy Institutes are held each year to train NIF moderators and convenors. 

Because of its importance to so many of our citizens. Social Security was an issue 
in NIF’s first year. We returned to the subject this year because it remains high on the list 
of concerns of the American people. 

To present NIF’s testimony, Betty Knighton, a member of the staff of the West 
Virginia Humanities Council who rans forums in her home state and serves as a faculty 
member at the Public Policy Institutes, will speak first. She will be followed by John 
Doble, president of Doble Research Associates, Inc., of Englewood Cliffs, New Jersey. 
John Doble has been associated with NIF from its very beginning and wrote the report 
about the forums’ outcomes. 

Again, thank you for the opportunity to testify. 

Sincerely, 


William Winter 
Chainnan 


Statement of John Doble, President, Doble Researeh Associates, Inc., 
Englewood Cliffs, New Jersey 

Each year, hundreds of National Issues Forums are held in communities across 
the country — this year in at least 23 states. Our findings come from analyzing over 
700 questionnaires people filled out before and after the forums, conducting inter- 
views with five moderators across the country about what happened in their forums, 
listening to what people said in three forums we monitored directly, and six we re- 
viewed on video tape, and conducting three forum-like focus groups ourselves. We 
believe this procedure enables us to reach a deep understanding of how Americans 
are thinking about this issue. Here are our findings. 
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1. The issue of “entitlements for seniors” was, in participants’ minds, not one issue, 
but two: Social Security, and Medicare, which they saw as part of a larger issue, 
health care. People in the forums considered “retirement programs” as synonymous 
with Social Security, while Medicare was seen as part of a larger and more formida- 
ble problem — the cost and availability of health care. Although experts see Medicare 
as a pressing problem but feel that Social Security is a problem the U.S. will not 
fully encounter until the year 2020, to forum participants, Social Security was the 
more urgent issue, with concern centered on what they saw as its possible insol- 
vency. 

2. No matter what changes we make to Social Security, participants concluded that 
we, as a people, have an obligation to provide adequate health care and enough in- 
come to keep elderly Americans out of poverty. As well as being a moral imperative, 
a universal retirement system is vital for practical reasons. A theme sounded by both 
younger and older respondents was that no matter how we change Social Security 
or Medicare, we, as a society, have an obligation to make sure elderly Americans 
receive the health care they need along with an income that keeps them out of pov- 
erty. “These programs have worked,” said a woman from Lake Worth, Florida. “Not 
long ago, the number of seniors living in poverty was much higher than it is now.” 
While there were differences of opinion between young and old, sometimes marked 
differences, we saw in the forums no signs of an “intergenerational war.” But young 
and old felt that this is a common problem, something we must solve together. 

3. Participants generally opposed making Social Security a means-tested program 
both before and after they deliberated. However, while opposing the concept of means- 
testing, many favored some incremental change that would have a disproportionate 
effect on those in upper-income brackets. Turning Social Security into a means-tested 
program could, apparently, threaten the program’s political base of support. But ma- 
jorities favored three changes worth considering: first, raising the ceiling on the So- 
cial Security tax (indeed, many did not realize Social Security teixes are paid on only 
about the first $61,000 earned each year); second, treating Social Security benefits 
like other retirement income; and third, adjusting the Social Security COLA. 

4. Younger participants, in particular, feared that because of pressure from the def- 
icit and demographics. Social Security will not be there when it is time for them to 
retire. A sense that, to save Social Security, change is inevitable was especially pro- 
nounced among those under 30. Again and again, younger participants said if noth- 
ing is done. Social Security will be bankrupt before they retire. An irresistible force, 
they felt, is the large number of baby boomers who will soon become eligible for ben- 
efits. Among those under 30, 73 percent were very concerned that “Social Security 
and Medicare funds will run out before long.” A grandmother from New Jersey said, 
“Social Security is there for us. But when our children are ready [to collect], it won’t 
be there. Social Security will run out of money by then.” Fears based on demo- 
graphics and the deficit played into a broader cynicism about government com- 
petence and trustworthiness. 

5. There was great interest in exploring the idea of mandatory private retirement 
accounts, especially among younger respondents. While they raised serious questions 
as they discussed the idea, participants’ comments suggest this is an idea whose time 
may be coming. Participants considered whether to replace Social Security with a 
Chilean-style system of mandatory private retirement accounts in which people 
would have to save for retirement but could control their money themselves. Large 
numbers, especially those under 30, wanted to talk about this concept. 

Participants said private retirement accounts would give them more control over 
their savings, and 67 percent said it is very important that people take more respon- 
sibility for their own retirement. But the key reason why so many were attracted 
to the idea was, explained a moderator from Alexandria, “It eliminates the fear.” 
Her high school students, she said, believed this was the only possible option that 
might be there when they reached retirement age. After the forum, she said, stu- 
dents “were optimistic because they had seen something to give them an answer” 
to what will happen to them if Social Security collapses. 

As people deliberated, serious questions arose. Would everyone invest wisely or 
would some end up with too little to live on? Wouldn’t transition costs be enormous? 
Would switching to a private system cut some of the bonds that hold society to- 
gether. Should people’s choices be limited? But these questions notwithstanding, in- 
terest in this idea remained high after the forums. 

6. As people deliberated, one effect was crystal clear: they moved from thinking of 
Social Security as a senior’s only source of income to seeing it as one leg of a three- 
legged stool. At the start of the forums, many participants spoke of Social Security 
as something designed to support retirees, to be their main, or even sole source of 
income. But as they deliberated and heard from others, participants increasingly 
came to see it as one source of a retiree’s income. 
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7. In these forums, participants said our retirement system faces a crisis and 
agreed something must be done. People’s thinking about retirement was markedly 
different from 15 years ago, when NIF first took up this issue. While leaders saw 
a crisis, the public was then just learning about the issue and the forums did little 
more than raise consciousness. But now, when many leaders see the problem as less 
urgent, there was a general sense among participants that the issue must be dealt 
with, with 69 percent saying they are very concerned that “Social Security and 
Medicare funds will run out before long.” 


Chairman BUNNING. I thank the panel for their input. And I 
would like to start the questioning. 

Mr. Seidel, you mentioned that representatives from the Social 
Security Administration were at your forum when you talked about 
the changes. 

Mr. Seidel. That’s correct. 

Chairman BuNNiNG. Did any of them participate, or did any of 
them offer suggestions on solutions for long-term solvency? 

Mr. Seidel. I’m going to have Walt Downes answer that. 

Mr. Downes. Mr. Chairman, my name is Walter Downes, and I 
serve as governmental involvement chairman for the U.S. Junior 
Chamber this year. 

Our townhall meetings are an ongoing process, and the findings 
that we presented to the Subcommittee this morning were solely 
from that 1 year period. The townhall meeting process is still going 
on. The Social Security Administration is very much an active par- 
ticipant. 

Chairman BuNNiNG. What does that mean? 

Mr. Downes. We have a panel of invited guests. So there could 
be a representative from that State who would come to the town- 
hall meeting, whether yourself or somebody else on the Subcommit- 
tee. We’ve had others, Jerry Weller from this Subcommittee in fact 
sat as a panelist in one of our townhall meetings. We would invite 
people from that local district to come and participate, whether it’s 
a representative from the Social Security Administration, a rep- 
resentative from the House or Senate, to sit and be able to answer 
the questions of people from that town or community. 

Chairman BuNNiNG. Then they weren’t asked to offer solutions? 

Mr. Downes. No. 

Chairman BuNNiNG. All you were doing is throwing out the num- 
ber of solutions that might be available? 

Mr. Downes. Primarily, our purpose is to educate people. And 
obviously, our membership of 21 to 39 is Generation X, as well as 
part of the baby boomer generation. What we’re looking at is trying 
to educate people. Because what we’re finding is that people aren’t 
aware of the severity of the problem. So we’re out there educating 
across the country, saying here’s the problems and possible solu- 
tions that are being offered. We as an organization don’t support 
specifically, but we know there’s a need for a solution and a need 
for action soon. 

Chairman BuNNiNG. Mr. Seidel, you had mentioned the fact that 
in your forums, the people there suggested that those that, there 
would be a $100,000 cutoff. In other words, that there would be a 
means-tested benefit for Social Security. How many people in your 
forums made over $100,000? 
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Mr. Seidel. That’s not one of the questions that we asked in the 
survey, what their income was. 

Chairman BUNNING. That was not one of the questions? 

Mr. Seidel. I’m sorry, 14.27 percent made over $80,000. That 
was the family income. 

Chairman BuNNiNG. And how many of those think that means 
testing should be done? The reason I ask that is it seems unfair 
to ask those that would benefit, have a personal interest in benefit- 
ing from those who pay more or get less because they pay more. 
It’s like somebody saying that the Social Security tax should go up 
from $65,000 to $125,000 or be uncapped. Sure, that’s another way 
to raise money. 

But the fact of the matter is, there’s no extra benefits. If you pay 
the maximum now, you get the replacement income up to a certain 
percentage. If you uncap the Social Security tax on Social Security 
taxes, past the $65,000 plus that you have now, what extra benefits 
would those people get? There would be a transfer of money from 
one group of people to another. 

Do you want to make it a social insurance program, or do you 
want to make it a welfare program? That’s the big debate on that. 

Mr. Seidel. Well, Mr. Chairman, what we could do, we do not 
have the 14 percent, their response to that question broken down 
separately. However, we would, for the benefit of the Subcommit- 
tee, we could have that broken down and send it back to you. 

Chairman BuNNiNG. I’d like to hear whether any of the other 
panelists involved Social Security employees in the forums regard- 
ing this role of Social Security, and what should the role of the So- 
cial Security Administration be in this debate. 

We’ve been trying to get them to come forward with solutions, 
and they seem to be reluctant. In other words, they are the admin- 
istrators of the system. But we think that with all the expertise 
and experience they have, they ought to be speaking out and offer- 
ing their own remedies for solvency. 

Mr. Seidel. Mr. Chairman, you asked the question earlier, and 
I don’t know if you got the direct response you were looking for, 
as it relates to what role had they played in the townhall meetings 
that we hosted. 

Chairman BuNNiNG. I’m asking you what your opinion would be. 

Mr. Seidel. Well, the opinion is, we like the role they play of 
being a factual type speaker. We don’t look for, at least in the fo- 
rums that we’re presenting, we don’t look for them to drive the de- 
bate, but rather to ensure that the information that’s being laid out 
is in fact correct, it’s factual, and that they can speak on different 
questions with the background and the information there to do it. 

And we feel that the debate and the solutions should come from 
the American people, should come from those at the grassroots 
level, as well as, to ensure that there are less potential agendas of 
any administrations, to ensure their future employment or any- 
thing along those lines. 

The debate that we host, and we think is healthy to host, is that, 
let the different organizations that have opposing points of views 
on the solutions, those are who we invite to our town meetings, so 
that every side of the coin is able to be shown and from that, then 
you have someone who is well educated on factual information, be- 
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cause you have the administration there to confirm numbers. You 
have the different organizations who maybe have some different so- 
lutions there to present their facts with great passion, and it allows 
the American people to make decisions for themselves. 

Chairman BUNNING. On your survey, you showed about an equal 
number of split on people that would like to see the retirement age 
raised. Forty-seven percent wanted to raise it, and 41 percent op- 
posed to raising it. Did the Social Security Administration weigh in 
at any time on any of that debate at all? 

Mr. Downes. No. Again, they were there solely to answer factual 
questions. 

Chairman BuNNiNG. In other words, they just told you that even- 
tually it will go to 67? 

Mr. Downes. Right. 

Chairman BuNNiNG. Would anybody on the panel like to com- 
ment about the split? We’ve got a journal vote that we’re going to 
have to run, and we’re going to have to recess. But we’re going to 
come back. 

Mr. Seidel. This is which split, Mr. Chairman? The split, you 
said? Which split? 

Chairman BuNNiNG. In other words, well, it’s about 50-50 on 
this one survey. But the fact of the matter is, that is one of the 
many solutions offered in a lot of programs, is to raise the retire- 
ment age past 67. In other words, take it to age 70 over a period 
of time, in over a 30-year period. 

Ms. McSteen. Mr. Chairman, certainly I think if age is consid- 
ered and an increase in age before retirement, that the corporate 
world and the marketplace has to enter into this decision. Because 
as people are living longer and will be required to work longer, 
then they must have an ability and an opportunity to continue 
working. Maybe not the same job they had throughout their young- 
er life, but at least to participate and contribute to establish a bet- 
ter retirement. 

Chairman BuNNiNG. Then you like our earnings limit that al- 
lowed them to earn up to $30,000 without being penalized? 

Ms. McSteen. Yes. 

Mr. Doble. Mr. Chairman, I’d like to briefly comment on the 
first part of your question, on turning Social Security into a means- 
tested program or a welfare type program. People in the National 
Issues Forums were totally opposed to that idea. They see Social 
Security as something they pay into and that everyone gets back. 
They see it as a public program, and they don’t want to turn it into 
a welfare program. 

There was support for some kind of measures that might have 
a disproportionate effect on people in upper income groups. But the 
principle that underlay people’s views about this issue was that So- 
cial Security should not be turned into a welfare program. That 
was very strong, loud and clear in forums across the country. 

Chairman BuNNiNG. We’ll stand in recess, and Barb, you can 
start when we come right back. 

[Recess.] 

Chairman RUNNING. The Subcommittee will come back to order. 

I’d like to resume questioning. Ms. McSteen, how do you account 
for the fact that the findings of your poll, which with respect to pri- 
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vate accounts, are so different from the findings of others who tes- 
tified today? Are the questions asked in your poll phrased dif- 
ferently, or how do you account for the difference? 

Ms. McSteen. We made every effort to make this a fair and open 
poll, and I would like to ask our pollster, Guy Molyneux, to answer 
your question. 

Mr. Molyneux. What we described in the survey to people, with- 
out any prior questions to sort of try to put them in one direction 
or the other, was to describe the personal security accounts pro- 
posal out of the commission, describe that in a very neutral way. 
We found 35 percent of Americans having a favorable response to 
that. 

The Washington Post did a survey earlier this year where they 
asked people their response to privatization. They also got 35 per- 
cent support for privatization of the system. And I didn’t hear any 
testimony today that I consider inconsistent with our findings. The 
forums suggested there is some attraction to this idea, especially 
among the youngest cohort of American workers. 

We do find some young workers are attracted to the idea of some 
elements of privatization. What our survey did, and I don’t know 
of any other that has done that, is to lay out a very specific privat- 
ization plan and get reactions to that. That’s different than testing 
the very idea of private accounts, which does have some appeal. Be- 
cause every real plan has to make some real tradeoffs here. It has 
to either reduce benefits for current retirees or raise taxes and so 
on. And there’s no support for that. 

Chairman BuNNiNG. Let me read the polling question that was 
in your poll. In your poll, the question is asked, “do you favor or 
oppose cutting spending on Social Security to reduce the Federal 
deficit.” By May 1997, when this poll was conducted, both the Con- 
gress and the White House had worked out a budget deal. It was 
clear to everyone that Social Security cuts were not being con- 
templated to balance the Federal budget. 

Why, other than to stir up politically driven anxiety, would a 
question like this be asked in your poll? And at that juncture, a 
question like this did nothing but distort the real issues confront- 
ing the President and the Congress regarding the budget agree- 
ment. 

Mr. Molyneux. This survey was conducted really just to explore 
attitudes fundamentally about Social Security. We asked prior to 
that if people wanted to spend more or less or the same on the pro- 
gram. Most Americans, including most young Americans, wanted to 
spend more. One other measure 

Chairman BuNNiNG. But I want an answer to my question. 

Mr. Molyneux. First, we found out, do you want to spend more 
or less or the same. We immediately followed by taking a tougher 
test, what if we were going to cut, for the value of reducing the 
Federal budget deficit, we know from our polls that most Ameri- 
cans want that deficit brought down. So if it was for that valuable 
social purpose, would you then support cutting. 

Chairman BuNNiNG. But you ^ew at the time that there was 
no, there never was ever a suggestion in the budget agreement be- 
tween the President of the United States and the Congress, any. 
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any contemplation of cutting Social Security benefits or dealing 
with the Social Security Trust Fund money. 

Mr. Molyneux. Right. This was simply a measure, we were just 
trying to find out how strongly the public support of Social Secu- 
rity, when they say they’ve heard it so much, they would oppose 
cuts even for the valuable purpose of cutting the deficit, nothing 
more or less. It wasn’t asked for any purpose to try to play a role 
in the debate over the budget agreement. And this was a question 
you’ll find in polls for NBC News, CBS, it’s a standard polling 
question asked by many news organizations with no stake in this. 

Chairman BUNNING. I don’t think it has ever been asked in this 
respect, in this regard. 

Mr. Molyneux. We also asked, you’ll see right below that, would 
you support cutting Medicare for that purpose. Eighty-five percent 
of the public disagree with that, even though in fact I think you’d 
agree the budget deal did do that. 

Chairman BuNNiNG. Did what? 

Mr. Molyneux. Cut Medicare for the purpose of reducing the 
budget. 

Chairman BuNNiNG. It cut Medicare? That’s an interesting ap- 
proach, since it raised the spending in Medicare almost 6 percent 
annually. Where did you come up with the cut? 

Mr. Molyneux. That’s a debate for another day, I think. 

Chairman BuNNiNG. Well, if you’re going to make a statement, 
you’d better be ready to back it up in here. 

I yield to Barb. 

Mrs. Kennelly. Thank you, Mr. Chairman. 

Mr. Seidel, according to the Social Security Administration data, 
about 45 percent of workers have Social Security taxable earnings 
under $13,200 a year. Thus, the monthly contributions to a 
privatized system, of 1.6 percent of their wages, would mean they 
would be contributing about $17.60 a month, or $211 a year. 

Have you thought about how employers would handle collecting 
and investing these small amounts? How would you collect it? 
Would you collect it once a year? And who would collect it? 

Mr. Seidel. To answer your question, no, I have not con- 
templated how the money would be collected and who would be re- 
sponsible for it. I think the role that we play as an organization 
and what we bring to the table and the benefit of being here is to 
be able to create forums back in your hometown and other home- 
towns around the country where our Jaycee chapters are building 
ball parks, where they’re putting on the Fourth of July parade. 

But to create a forum in which those who have different specific 
plans, both pro and con, are able to sit down and debate them and 
then allow a participant to ask questions just like that of them. 
And then survey them after they’ve gone through that process. 

So I may not be the right person to ask that question. 

Mrs. Kennelly. Well, I’m very familiar with it. I come from 
Hartford, Connecticut, and we have a wonderful Junior Chamber 
of Commerce, and they do fantastic work and raising funds for 
wonderful causes. But we’re in a pretty serious subject that we’re 
talking about. This is a national forum here, because we represent 
the people of the United States of America. 
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We could have all the debate in the world on the future of Social 
Security, but one of the things about the Social Security Adminis- 
tration that we all can look to with great regard is that the admin- 
istrative costs for Social Security is just 1 percent of its total, which 
is absolutely remarkable, and a wonderful record. 

So there are many of us that are concerned that when you’re 
talking about going into privatization, and you’re talking about 
going into a whole new way of doing this, with these billions of dol- 
lars, that you’ve got to account for the fact that if you go into pri- 
vatization, there will be huge administrative costs. And I think this 
is something maybe at your forums you have to consider. 

Mr. Seidel. OK. 

Mr. Keane. Could I touch base on that for a moment? 

Mrs. Kennelly. Sure. 

Mr. Keane. Part of the thing we talked about, we’re talking 
about creating a two-tiered system, basically, so basically to sim- 
plify it, a person making $10,000, between the employer and the 
employee, that person is paying $1,200 a year to Social Security. 

Let’s have $1,000 of that go into an account with their name on 
it. The other part would go into the general trust fund. We still 
maintain. This would be collected through Social Security, Social 
Security administrators. The money would be handled by a profes- 
sional money manager, in the account. 

Mrs. Kennelly. But that would cost money. 

Mr. Keane. Such as a 401(k). And I’ll get there. 

Currently, the administrative costs of the Social Security now are 
very low. But a generational tax transfer should be very low. There 
shouldn’t be a lot of cost with that. 

What we’re talking about though, is actually creating money. So 
there will be increased costs. Not dramatically increased costs. But 
some increased costs, but with dramatically increased return. So 
it’s a cost worth incurring. 

Mrs. Kennelly. I heard you say that, Mr. Keane, and you said 
one of your goals is creating wealth for these Americans currently 
unable to do so. 

Mr. Keane. That’s correct. 

Mrs. Kennelly. You implied from your statement you think di- 
verting a portion of the current payroll tax into individual accounts 
would create wealth, is that correct? 

Mr. Keane. That’s correct. 

Mrs. Kennelly. Well, I want to put on the record a statement 
by Herbert Stein, an economist. I got this from the Wall Street 
Journal February 1997, where he says, two important points are 
commonly missed in the current discussion of Social Security re- 
form. 

First, privatizing the Social Security funds would not add to na- 
tional savings, private investment or the national income. It would 
not allow the system to earn more income without anyone else 
earning less. And second, if the purpose of Social Security is to pro- 
vide a certain benefit upon retirement, then an investment policy 
that yields a probable, even though possible higher benefit, is not 
appropriate. 

[The following was subsequently received:] 
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national saving, but there may be other ar- 
guments for It. One could argue lor a re- 
distribution of income from other savers 
and taxpayers to workers. But one should 
not think that there Is any free lunch here. 

Now, to the question ol the proper cri- 
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missed in the current , discussion of Social 
Security reform. First, privatizing the So- 
cial Security funds would not add to na- 
tional saving, ‘piftate'lnvwtment m- the 
national Income and would not allow the 
system lo earn more Income without any- 
one earning less. And second.- if the pur- 
pose of Social Security Is to provide a cer- 
tain benefit upon retirement, then an in- 
vestment policy that yields a probable, 
even though possibly higher, benefit is not 
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why we have a Social Security system, 
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dividual workers receive, beyorid th« flaf. 
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ment and use of (he funds generated by 
each worker's mandalpry contribution to. 
assure that the desired retirement benefit 
is forthconnjng- 

But we could .say that there is no public 
interest in the retirement benefits workers 
get beyond the flat minimum already men-' 
Honed. In that case workers should be al- 
lowed lo manage their savings ^ they 
like. But in that case it is unclear wh^ 
there is any mandatory contribution to So- 
cial Security, beyond that needed to fi- 
nance the flat minimum. Let the worker' 
decide how to manage his savings and how 
much to save. 
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So what Mr. Stein is saying, there is no new wealth created by 
simply diverting Social Security money into individual accounts. 
Now, are you arguing with that statement? 

Mr. Keane. I’m arguing that there’s no denying that if you give 
a person a chance to save money, and if that is able to grow 
through compound interest, that person who had no wealth will 
have wealth. A person making $10,000, he or she does not save a 
penny today. They simply can’t. A person making $50,000, a family 
making $50,000, has a very tough time saving. You’re paying rent, 
you’re paying college loan, you’re paying car loans. At the end of 
the day, you’re not really saving anything. 

What we’re doing though is saying, let’s take some of the money 
that they currently are paying, and let’s let that grow. That indi- 
vidual, that family, will have more wealth. 

Mrs. Kennelly. I hear you, and I heard you in your statement, 
also. And you can’t have it all ways. 'When you talked about Ms. 
McCarty, a dignified, wonderful woman who chose her way of liv- 
ing, and lived very simply, was able to save by compound interest 
$150,000. 

I think you then went on to say that Ms. McCarty, if she had 
had children, could have left that money to her children. I’m a 
mother of four children. And she would not have been able to save 
that money if she had had children. [Laughter.] 
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Mrs. Kennelly. You have to feed and clothe those children. 

Chairman BuNNiNG. Would you yield, Barbara? 

Mrs. Kennelly. Of course, I’ll yield. 

Mr. Keane. That’s the point exactly, though. That woman cannot 
save with a family of four. It’s very difficult. 

But what we’re suggesting is to take the taxes she is currently 
paying and allow that to grow. She was very fortunate, because she 
was very smart. She grew up in a society where it was a saving 
society. We are now a consuming society. We need to adjust for this 
reality. 

Mrs. Kennelly. And that is exactly what Mr. Stein was saying, 
that you have to either consume less or save more. You can’t just 
transfer funds. 

Mr. Salisbury. Could I add one brief comment on that? 

Chairman BuNNiNG. Go right ahead. 

Mr. Salisbury. We have developed at EBRI an economic fore- 
casting model that supports both contentions in essence. The real 
issue is whether or not you deal with the transition costs. If $1,000 
of my current taxes goes into an individual account, $1,000 in taxes 
has to be raised some place else, unless my mother and father’s 
benefit is going to be reduced. 

In the Stein notion, if you include the transition cost, you essen- 
tially don’t end up with the addition to savings. If you get to the 
end result by increasing, essentially my example would be you in- 
crease payroll taxes to 17.4 percent from the current 12.4 percent, 
in order to finance the individual accounts, then you can get the 
result of additional real savings. 

Why? Because you have dramatically 

Chairman BuNNiNG. Mr. Salisbury, I want you to come up here 
and advocate that. [Laughter.] 

We’ll see how popular you will be if you ever get elected. [Laugh- 
ter.] 

Mr. Salisbury. Mr. Chairman, I was not advocating it, no. 

Mrs. Kennelly. Mr. Chairman, may I end my line of questioning 
by just saying, let’s none of us forget that present day workers are 
working for present day retirees. And when we’re talking about all 
these savings accounts, somehow that translation has to always be 
remembered. 

Chairman BuNNiNG. Mr. Johnson. 

Mr. Johnson. Thank you. 

Are you through, Barbara? 

Mrs. Kennelly. I am, yes. He says I am. [Laughter.] 

Mr. Johnson. Thank you. 

Mr. Keane, you know, you talk about knowledge and how you’re 
trying to educate the public and engaging them in the debate. I 
agree with you. But based on your experience, what’s the best way 
you think we can do that? And I’d like comments from the rest of 
you, if you differ. 

Mr. Keane. Sure. And I would suggest that we’re only touching 
the tip of the iceberg. The way we work is, we go into communities, 
we go to the Chambers of Commerce, we go to the rotary clubs, the 
schools, colleges, churches, we even go so far as to go door to door 
talking to people. 
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Right now, we do about 60 events per month. This month of Oc- 
tober alone, we’re doing 60 events across the country. As we speak 
now, we have four events going on across the country, at this mo- 
ment right now. And that is only the tip of the iceberg. We are 
going to people and talking to them like this, telling them about 
the real problems of retirement security and about creating wealth 
for those who have none. 

They always say the best way is to go on the television. You go 
on television and you spend $25 million on television, you get to 
everybody. But under that, we have to get people to have a real un- 
derstanding of why we need to retain a safety net, why we need 
to close this gap between the rich and the poor, and why we need 
to secure retirement. 

If you go to people today and ask them, how much are you going 
to have when you retire, most of them don’t know. I hope I get So- 
cial Security. How much will you take home from Social Security? 
I don’t know. OK, you’ll probably get around $750. Oh. How much 
do you take home right now? Well, significantly more than that. So 
what else are you going to supplement that with? 

They don’t have savings, they don’t have pensions. The vast ma- 
jority of American people are going to be relying on Social Security 
as their sole source of retirement income. 

Mr. Johnson. Yes, but when you ask them if they want to raise 
the withdrawal amount or increase the tax, are they aware what 
they’re paying in taxes overall? 

Mr. !^ane. Dramatically no. I’d say. I mean, one of the fun 
things is to go to people just out of college who have actually just 
gotten their first paycheck, and ask them what all these line items, 
what is FICA, what does that mean. It’s a dramatically huge tax, 
and they don’t know what it is. 

Mr. Johnson. But that’s not the only tax. You put them all to- 
gether, and the people in the United States are paying upward of 
50 plus percent of their income on taxes. 

Mr. Keane. I agree. 

Mr. Johnson. So when you talk about raising the FICA tax. I’m 
talking about increasing the overall burden. 

Mr. Keane. Excuse me, no. I’m not talking about raising it. 

Mr. Johnson. No, I know you’re not, but some of these guys are. 

Mr. Keane. Our point, though. Congressman, our point is actu- 
ally that the American people can’t afford to have a tax put on 
them. There are those who would suggest Oseola McCarty is an 
amazing woman. And let’s put a savings tax onto everybody. We 
won’t touch Social Security. We’ll put a savings tax. 

The real point is, it’s not that people don’t want to save. They 
just don’t have the money to. If you put a savings tax on top of 
what they’re already being taxed, you’re not doing them any favors. 
The money is gone. 

So we’ve got to find a way to take the money they have, the 
money that they’re already spending, and turn that into a savings 
plan. We can do that through Social Security. 

Mr. Johnson. Well, we need to take part of the Social Security 
fund, but let me ask another question. Are you federally funded at 
all? 

Mr. Keane. No, we’re not. 
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Mr. Johnson. Ms. Knighton said she wasn’t. Is anyone here at 
this table federally funded? 

[No response.] 

Mr. Johnson. Privately funded, all of you? Every amount that 
you spend? 

[No response.] 

Mr. Johnson. That is encouraging. 

Ms. Knighton. I’d like to respond to your question about how 
best to engage the American public. Through my experience, I’ve 
come to firmly believe that the best way to do that is to allow the 
American public to have an opportunity to engage with each other. 

Because in addition to facts and information and expert informa- 
tion and dissemination of information that’s been gathered in other 
sources, it’s incredible what you can see happen before your eyes 
when people have a chance to come together and talk about these 
competing convictions that they have, and to weigh them with the 
sense of fairness that most American people really bring into this 
discussion. They do have a sense that we’re in this together when 
they have a chance to talk to each other about it. 

That’s one of the things that I’ve been able to see in National 
Issues Forums, when we really do work through a range of dif- 
ferent policy options. Obviously, people have different views about 
each one. But when they come down to it, they want a chance to 
find out, “How would what I advocate affect you? How would what 
you advocate affect me? What can we find as a way to work to- 
gether on this, so that we can be fair to the greatest number of peo- 
ple?” More opportunities like that, I think, would help people come 
to an informed decision about what they’d like to do. 

Mr. Keane. I think that’s a very good point. We find that as well. 
There is a discussion about the values of what Social Security is 
all about. It is about making sure that nobody lives in poverty, that 
everybody has some source, some sense of being able to live an 
American dream. 

Mr. Johnson. Mr. Doble. 

Mr. Doble. Just very quickly, Mr. Congressman. There’s a great 
deal of cynicism in the country. So when information is presented 
to people, people have a tendency to discount it. In the forums peo- 
ple listen to each other, as Betty Knighton was saying. And the at- 
tempt to talk in bipartisan or nonpartisan terms has a great im- 
pact on people. 

I’d also just like to comment quickly on one of Congresswoman 
Kennelly’s questions. There’s a great deal of confusion about what 
to do about Social Security, and about the details of what we’re 
going to do, and about how that would be fair to people. But there’s 
a great receptiveness to talking about this issue, and discussing it 
and trying to arrive at some kind of common ground for action that 
would be equitable for all of us. 

Mr. Johnson. We’re having a little trouble getting common 
ground. 

Mr. Doble. Yes, sir, I understand that. 

Mr. Johnson. Mr. Salisbury, your testimony includes a finding 
that 68 percent of Americans are not confident that Social Security 
will continue to provide benefits of equal value to the benefits re- 
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ceived by retirees today. What does that statement really mean, in 
your view? 

Mr. Salisbury. It means that they have been inundated by pub- 
lic attention with the words bankruptcy and insolvency. And in real 
life, when somebody has gone bankrupt, it means they have noth- 
ing. And essentially, they’ve been talked to about the trust fund as 
if that is the difference in Social Security, rather than its being an 
income transfer, Ponzi scheme, whatever word you want. 

But 12.4 percent is going to keep coming in and keep going out. 
So the overwhelming amount of what they’ve been told through the 
public process of the media and all is Social Security is in serious 
trouble. So it is very natural and realistic for them to have a re- 
sponse that says, I am worried that I will not get a full Social Secu- 
rity benefit. 

Mr. Johnson. But with trust fund and debt related instruments, 
do they understand that? It is in trouble, isn’t it? 

Mr. Salisbury. Well, I guess the issue is, their statement is very 
realistic. But if you put it in the context of cash flow, if you simply 
keep the tax at 12.4 percent, the Social Security actuarial numbers, 
even under pessimistic assumptions, say that hundreds of billions 
of dollars a year will come to the government in revenue in the way 
of Social Security taxes, even if the trust fund is zero. And that will 
then flow out in benefit payments, unless it is moved into individ- 
ual accounts, in which case somebody will have to make up that 
difference. 

And Mr. Keane says he’s not advocating increasing taxes, then 
he must be increasing taking the benefits away from current retir- 
ees. Because the money has to come from some place. And the pub- 
lic ends up in the midst of that discussion, as all of us have stated, 
becoming very, very confused. 

And their confusion leads to anxiety, that leads to uncertainty, 
that leads to angst which says. I’m not sure what all this means, 
except I should be worried. Therefore, worry must mean, I may not 
get my full benefit. 

Mr. Johnson. Thank you. Our time’s up. 

Chairman Bunning. Mr. Hulshof. 

Mr. Hulshof. Thank you, Mr. Chairman. 

Thank you all for being here. Mr. Keane, you’re exactly right, as 
far as this whole process of education. As you know, we’ve begun 
to commence a national dialog on fundamental tax reform, and 
we’re trying to have that dialog with the American people. Ms. 
Knighton, also Mr. Doble, thanks. I assume you’re responsible for 
this very good publication. 

And also Mr. Seidel, we’re getting ready to participate in a town 
forum or a town meeting working with the Junior Chamber. So I 
applaud everyone’s efforts. Because I think we need to have this, 
a nonemotional discussion. 

That having been said, I know the Chairman asked you, Ms. 
McSteen, about the polling that was done. Let me give you an ex- 
ample. When the U.S. Senate was discussing and debating whether 
or not to enact a constitutional amendment that would require a 
balanced budget, our office was flooded with postcards, some 700 
postcards, from your organization. So I applaud your grassroots ef- 
forts on getting the word out. 
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And yet, people were urging us in the House to defeat the Sen- 
ate’s amendment, or their discussion. Of course, we weren’t con- 
templating that or discussing it. But because they were afraid, in 
these postcards, that we were going to do something with Social 
Security. And clearly, the debate was not going in that direction at 
all. The public statements had been made by everyone that we 
want to be fiscally responsible, we do not want to compromise So- 
cial Security. 

So I guess I’m at odds. If we need to have a dispassionate argu- 
ment or dialog about what we should do, isn’t this a politically mo- 
tivated effort to continue to make Social Security the third rail of 
politics. I applaud the Chairman even for us discussing the future 
of Social Security. It used to be taboo, I take it, around here. I was 
addressing a group this morning of interns here on Capitol Hill. 
That was their first question, what are we going to do about the 
future of Social Security. 

So the fact that we’re getting to discuss it at all is good. But isn’t 
this counterproductive? Ms. McSteen. 

Ms. McSteen. I think it’s extremely important that we do try to 
communicate what’s going on, and what’s going on in the Congress 
as well as what’s going on with Social Security in this case. Cer- 
tainly, there is so much material that goes out, and so many clips 
and sound bites. Social Security going broke. In the same breath, 
talk about balancing the budget, and how we’re going to do it. And 
Social Security is said to be a drain on the budget. 

All of that becomes very complicated for an individual. I think 
we have to continue to work together to get factual information. I 
think that’s what all of us are saying, that the public understand, 
and certainly Social Security, is an intergenerational program. We 
don’t talk about that very much, but about 38 percent of Social Se- 
curity benefits go to beneficiaries other than retirees. 

So we must look at Social Security as a program that benefits 
young workers and their families in the event of disability and/or 
death. And it’s difficult to do. It can easily, any word can be mis- 
interpreted, depending on what one wants to hear, for one thing, 
as well as what the facts really show. 

Mr. Hulshof. I absolutely agree. And I think, and Mr. Salisbury, 
the reason that some of us were late getting back from the vote 
was, we were discussing who was it that was misspeaking about 
the little green men from Mars out on the stump, and which one 
of us was out there talking about this. 

I’m just concerned that as we have these discussions, and I think 
they’re very fruitful, that stirring up anxiety through politically 
driven agendas I think puts us at cross purposes. So I would hope 
that we could continue to have these discussions. 

Town meetings, I find, are the truest sense because I try to en- 
gage and act as a moderator, and get discussion among the group 
when we talk about personal accounts or other options or alter- 
natives. So I really learn from my constituents in that way. 

I appreciate the fact that you all are here. Quickly, Mr. Keane, 
I did have one question. Discussing the option of private savings 
accounts, people assume they have these individual accounts, and 
you’ve found that not to be the case? 

Mr. Keane. Yes. 
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Mr. Hulshof. Can you help give me some ammunition when 
folks at home ask this question. What should I tell them? 

Mr. Keane. You have to tell them the truth. That’s absolutely 
not the way it works. It is an intergenerational tax transfer. You’re 
paying today to support your father in retirement. 

Incidentally, when my father was working, he thought he had a 
personal savings account. And then he retires, he realizes, oh, it’s 
his children that are paying for his retirement. 

That’s just the truth. It’s the way the system was set up. It has 
worked. There are dramatic problems with it continuing to work, 
just simply of demographics. But that’s the way it is. 

And when you tell it to them, people think, there’s got to be some 
better way. It just sounds unsustainable. To tax a worker to sup- 
port a retiree, we can’t do that. 

Mr. Doble. Could I just comment on the first part of your ques- 
tion, Congressman? Mr. Chairman. 

Mr. Hulshof. Go right ahead. 

Mr. Doble. Thank you. 

What we found in the National Issues Forums is that informa- 
tion is not enough. You cannot expect to give people facts and fig- 
ures and have them make a decision in a public way, as a citizen. 
They need to have choices. They need to believe the choices are 
credible. They need to see the tradeoffs, the consequences, the 
costs. They need to have time to weigh that, to deliberate, to hear 
how it would affect others, other than themselves. 

And only after all of that takes place, which can sometimes take 
quite a long time, can the public really do what it’s supposed to do 
as a public, which is not so much answer the technical issues of 
what do we do with $200 worth of savings, but provide the broad 
principles or guidelines within which they would like to see policy 
made and carried out. 

Chairman BUNNING. Mr. Portman, the champion of the IRS. 
[Laughter.] 

Mr. Portman. We thought the IRS was difficult. This is a lot 
more vexing. [Laughter.] 

It is, and I appreciate all of you coming here today to give us 
your reports from your polls and from your town meetings, your 
findings and so on. This is very helpful. 

I would say to Ms. McSteen, having been the recipient of many 
of those postcards, that I agree with your analysis, which is that 
there are a lot of sound bites here in Washington, it’s all very com- 
plicated, particularly for older Americans. Therefore you and other 
groups have the responsibility for providing information in a clear- 
er way that is not only accurate but portrayed in a way people can 
understand. 

I didn’t think, as one example, those postcards about the bal- 
anced budget was fair. And I think that is a challenge that all of 
you have, if you are interested in responsible public policy, to help 
us through this process. Because it is complicated. Most people 
don’t understand Social Security. Most Members of this Sub- 
committee probably are getting up to speed, I certainly am, on how 
it precisely works and affects not just older Americans, as you indi- 
cated, but many other Americans. 
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Let me ask a couple of quick questions, if I could. First of all, 
Mr. Salisbury, your notion that folks are worried. I’m concerned 
that people aren’t worried enough. This is one of the things I think 
we need to talk about here. There are three legs to the stool. One 
is Social Security. One is the employer-sponsored pension accounts 
that are out there, and the other is private savings through other 
means. 

My concern is that many people are not saving for their retire- 
ment outside of the Social Security system, particularly with the 
401(k) plans that are out there now. The simple plan, which I’ve 
been trying to champion, is a fantastic idea to get small businesses 
to offer retirement savings. Still, in the anecdotal evidence I’m get- 
ting from back home and around the country on the simple plan 
that we passed over a year ago, there are many employees who are 
not stepping up to the plate and taking advantage of this wonder- 
ful opportunity to get their employer to make contributions on their 
behalf and save. 

So my only comment, not really a question, is that we all need 
to do more not to create unnecessary anxiety out there, but to con- 
vince people that they do need to save for themselves, for their own 
retirement. Social Security was not meant to be the sole source of 
retirement income. It is for many people. And, people need to take 
advantage of these private plans. Small business, particularly, 
needs to do more in offering them, and we’ve now offered a sim- 
plified plan for it. 

I was interested, in your poll, from the Junior Chamber of Com- 
merce, about this notion of radical change versus major change, 27 
percent said radical change, 52 percent said major changes. What 
is radical versus major? We have to come up, unfortunately, with 
public policy. What does that mean? How does that relate, as an 
example, to the private savings accounts? 

Mr. Seidel. It’s the Junior Chamber’s poll. Let me clarify that. 

Mr. PoRTMAN. It’s a good poll. 

Mr. Seidel. I think it’s difficult for me to answer that question, 
to be honest with you. Part of the reason is because I think when 
you put a question forth like that, what I may believe is radical 
change may be different from the person sitting next to me. 

So perhaps if the suggestion of this Subcommittee is that we fur- 
ther define that question, we’d be happy to do that. We look to be 
used as an instrument in this debate. 

However, I will tell you that in our townhall meetings, and I will 
applaud the National Issues Forums for the work that they’re 
doing as well, because we agree. We do think that the added bene- 
fit of having the different organizations who support a radical 
change of going to a privatized system or partially privatized sys- 
tem or increasing these different proposals that are floating 
around, we think it’s important to have somebody there who’s able 
to talk about them factually. 

But most definitely, the ability for the general public to debate 
it, in that forum, is really where people start to mold some edu- 
cated opinions. Because they do take into account, then, my grand- 
parents, your grandparents. They also take into account when the 
issue gets brought up that it’s not just retirees who are receiving 
benefits from Social Security. 
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But to answer your final one, I don’t think I can honestly answer 
that question. Because I think radical to me is perhaps not radical 
to the person sitting next to me. 

So I will tell this Subcommittee that we will make an attempt 
to further define that question. 

Mr. PoRTMAN. That would be helpful, I’m sure. 

Ms. Knighton, Mr. Doble, there are a number of questions I’d like 
to ask. Let me just address the most controversial one. 

Within Social Security’s controversial means testing, your poll in- 
dicates that people generally oppose making Social Security means 
tested. But then you say they favor some incremental change, like 
a disproportionate impact on upper income brackets by raising the 
ceiling on Social Security, treating benefits like other retirement 
income, adjusting the COLA income levels, which in essence would 
be some sort of means testing. 

How do you differentiate the general opposition to means testing 
with this specific interest in doing some things that might lead to 
that? 

Ms. Knighton. I can speak about the forums I’ve personally 
moderated in West Virginia, then perhaps John can add the na- 
tional view on that, which I think was very similar. When people 
talked about means testing, and there were some who favored it, 
especially at the beginning of the forums. (Actually, our results are 
not from a poll, they are the result of some thought people put into 
this issue after at least a couple of hours deliberation.) 

Most participants thought that was not the way the promise was 
originally set up, that this was not meant to be and, “I pay into 
it and I get it back if I need the system.” It will be, “I pay into 
it and I get it back.” That was the idea behind most of their con- 
cerns. 

When somebody in the forum would say, “Well, look, if they don’t 
need the money, and we’re running short of it, let’s just not give 
it to them.” And then somebody would say, “Hey, wait a minute. 
That’s not what they told me when I paid this money all those 
years ago.” 

Then the overriding concern there was, “Well, OK, we do have 
to be fair about that. And so I really think it was a general, deep 
concern about being fair and keeping a promise that was made to 
taxpayers when they paid these funds, that was a primary reason 
why most people didn’t support the idea of means testing. 

Now, some of these others, which most people considered much 
more minor adjustments, like looking at how the COLA is figured, 
or perhaps taxing Social Security benefits a little differently than 
they are now, they saw those as adjustments to the system that 
didn’t basically change the underlying promise, which is that this 
is an insurance program, not a welfare program. 

Mr. Doble. Congressman, if I just might add quickly. 

Mr. PoRTMAN. You’ll have to ask the Chairman. He’s in a gener- 
ous mood today. [Laughter.] 

Chairman BUNNING. Mr. Portman, I wasn’t watching the light. 
Go ahead. 

Mr. Doble. Thank you. Just very quickly. The American people 
are very pragmatic people. When we presented them with this 
problem in the forums, they tried to wrestle with a pragmatic an- 
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swer. And they saw some incremental steps, like adjusting the 
COLA and raising the income tax level on taxes, as reasonable in- 
cremental steps that could be taken. 

There was no overwhelming sentiment to soak the rich. No over- 
whelming sentiment to transform the system, as Betty said. A very 
strong conviction that this is an insurance system, and it should 
remain an insurance system. I pay in, I should get out. It should 
be for everyone. It’s this pragmatism that seems to be kind of in 
conflict with their sense that we shouldn’t means test the program 
that I think explains what appears to be a contradiction. 

Chairman BUNNING. Let me follow up on some questions. You 
saw no signs of intergenerational war? I have a problem with that, 
for the simple reason that my mail and my constituents don’t seem 
to agree with you at all, particularly those that are 40 and under. 
The 40 and under, think there ought to be some other solution 
than the one that’s being offered, that the continuation of Social 
Security and guaranteeing the benefits at age 65, 66, 67, depending 
on how old they are. 

Ms. Knighton. That was the finding from the National Issues 
Forums. I would certainly agree with that finding, in terms of the 
forums that I convened where we had people who were 18 years 
old, 25 years old, 80 years old, together in the same room talking 
about that. 

It is true that younger people were much more interested in ex- 
ploring the idea of private savings plans. In general, I think, be- 
cause they have this fear that the system as it exists now may not 
be there when it’s time for them to receive benefits. So if this is 
a way that we can explore financing a system more effectively, that 
will be there when we need it, then they were willing to explore 
that. 

However, they don’t see the older people as ones who are soaking 
their money or taking things away from them. Those older people 
are their parents and their grandparents. And the older people 
talking about Social Security said “This is fine for me now.” As a 
matter of fact, many of the older people in our forum said, “We’re 
getting more from Social Security than we expected. This has been 
good for us.” 

But even as they said that, they also said, “But we’re worried 
that our grandchildren won’t experience the same level of financial 
security that we have through the system.” So what I sensed in 
every forum that I moderated was a real concern generation to gen- 
eration. 

Chairman BuNNiNG. Let me ask the question to all the panelists. 
We up here know that there is an immediacy. In talking to the 
public, do you feel any immediacy in fixing what is considered a 
real problem in solvency? And whether you will admit to that or 
whether you won’t, we know that there is a problem. And the soon- 
er we can address it here, bipartisanly, with the leadership of the 
administration, because it’s going to take that kind of leadership if 
we’re going to do it and not have one side beating up on the other 
side. 

Do you feel that in your discussions? 

Mr. Salisbury. Mr. Chairman, in our work, in both polling and 
public discussions, there’s a clear understanding that either taxes 
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have to go up or benefits have to be cut. But there is a long term, 
if you will, a balance problem. Second, these are the 
intergenerational conflict, where you have a political problem and 
where the public is, is that the young, much more strongly than 
older people, want for themselves an individual account alter- 
native. 

But, and this is where your political problem arises, they do not 
want the benefits of those retired today to be cut. 

Chairman BUNNING. What if we come up with a solution that 
says, over the next 30 years, we will allow a transition and guaran- 
tee the benefits for those that are 40 and over, up to age 70. We 
will guarantee the benefit as it accrues, including the COLA and 
everything else that might happen. 

But for those under 40, we will give them an option. And every 
year we have a balanced budget, and we have a surplus, we will 
use that surplus to allow what we call required retirement ac- 
counts, and allow a portion of that to be invested for those 40 and 
under into privatization accounts that we would control to the ex- 
tent we control 401(k) for Federal employees, with more than three 
options. 

Mr. Salisbury. We asked those types of questions beginning in 
1991. We most recently asked it in 1995. These were all through 
Gallup surveys. And in those surveys, the concept of adding that 
voluntary type of element is supported across the age spectrum by 
a majority of the population. 

Mr. Seidel. Mr. Chairman, if I could, representing the largest 
young persons’ organization in the country 

Chairman BuNNiNG. My family is larger than that. [Laughter.] 

Go ahead. 

Mr. Seidel. The question you asked earlier regarding the debate 
between the young and the old on the issue, I will say this, that 
overwhelmingly, our membership, and I speak from a little bit dif- 
ferent perspective beyond our townhall meetings, I can speak from 
our membership standpoint. Our membership wants to see the 
problem fixed. 

There are many who feel that, when we start talking about 
means testing and, that wasn’t the deal we made. There are many 
who feel like, there are some who, years ago, they made a bad deal, 
to be honest with you. That tends to be some of the thought proc- 
ess. 

However, there is no one 

Mrs. Kennelly. Who made a bad deal? 

Mr. Seidel. Well, when you start to ask the question of today’s 
people who are recipients of Social Security, sometimes when the 
question gets raised of means testing, and the individual who 
would be put through that test who is making x amount of dollars, 
who would not benefit from a means-testing program, they say, 
wait, we’re retired now, we made that kind of money, that’s not 
fair, that’s not the deal we made. There are many who feel like, 
as it relates to us in the younger generation who are paying into 
the system, is that perhaps you made a bad deal. 

Now, whether that’s true or not, I don’t know. The fact of the 
matter is that there’s problems. Otherwise, we wouldn’t all be sit- 
ting here right now. 
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But even with that, overwhelmingly, I can tell you that 

Mrs. Kennelly. The problem is the demographics. 

Mr. Seidel. That’s fine. But regardless of that, I can tell you 
overwhelmingly that the younger generation, they don’t want to 
leave anyone hanging out to dry. Because it is their grandparents. 
It is their parents. And as a result of that, I don’t think there is 
an intergenerational war going on. I really don’t. 

I think that there is a great deal of concern about, will the bene- 
fits that this younger generation will ultimately receive, what will 
the value of it be. 

Chairman BuNNiNG. We understand that the dollars are not con- 
stant, and there is a fluctuation. I think all people who receive So- 
cial Security benefits understand that. When the COLA was added, 
that was supposed to offset. Whether it did or whether it doesn’t 
is another question. 

But I believe that without any question, the deal that was made 
turned out to be a heck of a lot better deal than they thought it 
was going to be when they made it. Not the opposite. However, 
that changes when you apply means testing. 

Mr. Seidel. I don’t know that I disagree with that, Mr. Chair- 
man. 

Chairman Bunning. I can give you chapter and verse on individ- 
uals, but Barb, it’s your turn to question. Go ahead. 

Mrs. Kennelly. We go along this, and we talk about the third 
rail and the hearings and all the rest. The point is that, as I said, 
the demographics don’t lie, and we’ve got to do something about 
this. 

But I was fascinated when I read an article months ago in Public 
Agenda. It talked about how half the people say they don’t think 
Social Security is going to be there. And yet they have less than 
$10,000 in savings. 

Have you all found that? 

Mr. Seidel. Yes, absolutely. 

Mrs. Kennelly. So it’s fascinating to me that we’ve got these 
grand ideas, and yet going back to the comments and the state- 
ments, why do we have Social Security, it’s because people got old 
and they didn’t have any savings. So I don’t think we’ve made a 
heck of a lot of progress at this point, we just have more people 
coming into the system. 

But can you help me a little bit on this? If you have all these 
people saying it’s not going to be there, why aren’t they saving? 

Mr. Keane. Can I address that? That’s exactly 

Mrs. Kennelly. I mean, I know why they’re not saving. Why do 
you think they’re not saving? 

Mr. Keane. The majority of people are saying. Social Security 
won’t be there. They have no savings. If they get Social Security, 
they are going to wind up with $750 a month, average. That 
means, we are committing them to living in retirement in poverty. 
We’re going right back to where we were in 1934. 

That’s why we can’t just simply raise taxes or cut benefits and 
save the system as it is right now. If we do that, we still give them 
just $750 a month, no savings, no pension. An entire generation 
will be right again, living in poverty. That’s why this has to be 
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changed much more than that. That’s why this has to be turned 
into a savings plan. 

The three legs of the retirement stool just aren’t there. There is 
now just one leg. And that’s going to be through Social Security, 
to make it a savings stool. Let’s give everyone a chance to actually 
earn for their own retirement. 

Mrs. Kennelly. But it was never meant to be that kind of sys- 
tem. It had to have the three things to work. 

Mr. Keane. I agree completely. That’s what’s happened in the 
past 20 , 40, 50 years, is that savings have gone down, pensions 
have gone down. And now everyone is just relying on Social Secu- 
rity. The stool has broken. 

Mrs. Kennelly. Don’t you think we could talk about charge 
cards and other things to fix some of this, rather than just talk 
about 

Mr. Salisbury. Mrs. Kennelly, if I could momentarily, be- 
cause — 

Chairman BUNNING. But I want you to know that 40 percent of 
all retirees depend upon Social Security as their principal retire- 
ment program. 

Mr. Keane. Correct. 

Chairman BuNNiNG. So we can’t get away from that. You may 
have 17 different reasons why it’s occurred. 

Mrs. Kennelly. That was my point, Mr. Chairman. 

Mr. Salisbury. Could I respond one step, and it goes to Mr. 
Portman’s comment as well. We released our seventh retirement 
confidence survey last year. The sixth was part of a Public Agenda 
joint project called Promises to Keep, which was the report before 
Miles to Go. 

Mrs. Kennelly. It’s an excellent report. 

Mr. Salisbury. What they indicate very, very clearly is the pub- 
lic understands the need to save. The most common reason they 
don’t is because they say they do not have the financial where- 
withal to do so, given all other expenses. 

What does come through is key differences, for Generation X, 
particularly. They do not anticipate getting any substantial portion 
of their income from Social Security. This is a key change of the 
last 5 years. That recognition is beginning to show up in Genera- 
tion X saving at higher rates than any previous generation at early 
ages, and accumulating at greater rates. 

Second, there’s another key point of recognition of Generation 
Xers. Nearly three quarters of them believe that even at the point 
of “retiring,” they will have to continue working part time. That 
compares to 12 percent of those within 5 years of retirement. 

So in terms of the recognition of what life may be, and frankly 
of current retirees, we’re seeing the rate of part-time work go up 
fairly radically, you’re beginning to see recognition set in that if So- 
cial Security’s there, it’s going to be a basement, or at best a floor. 
What was always franldy intended, from public opinion polls, 
wasn’t always understood. And the young are beginning to move in 
that direction. 

With reference to two statements just made, and the facts speak 
for themselves, they can be presented to the Subcommittee in vol- 
ume, the number of Americans with pension plans, 401(k) savings. 
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and so forth, is higher than at any time in the Nation’s history. 
The number of retirees reporting income from the other two legs 
of the stool today is higher than at any point in history. And based 
on actions taken by the Congress over the last 15 and 20 years, all 
of those numbers are going up, simply as part of that. 

That is not going to deal, to take your point, sir, with the 40 to 
60 percent of the population today that depends almost totally on 
Social Security. That number is coming down a little bit. But the 
prospect, even for the Generation Xers, is that 40 to 50 percent of 
them will primarily rely on Social Security. Part of that is a num- 
ber that is in the statistics of the current Social Security popu- 
lation. 

Your number of the 43 percent that earn less than about $12,000 
per year is, there’s 36 million that don’t have any attachment to 
the work force beyond about 800 hours per year. No defined con- 
tribution program, no program that provides insurance, and some 
level of cross support is going to allow them under any plan to cre- 
ate wealth or adequate buildup. 

Mr. Doble. Mr. Chairman, could I just briefly comment? 

Chairman BuNNiNG. Go right ahead. 

Mr. Doble. Thank you, sir. 

With most issues, we find that the more people understand about 
the issue, the less cynical they become. With this issue, we find 
that the more people understand, the more cynical they become. 
They feel, as someone said, people are in effect ahead of the gov- 
ernment on this issue. The government is doing nothing about an 
impending crisis. We are driving toward a cliff, and if we keep driv- 
ing down this road at this speed, we are going to fall off. 

Mrs. Kennelly. Could I ask a question? 

Mr. Doble. Just one other comment, please, if I may. It is a com- 
ment that someone made in the forum about the Social Security 
Trust Fund. It was no darn trust, no darn fund. 

Mrs. Kennelly. I was going to ask, Mr. Doble, when you were 
taking your information, what was the reaction when you told peo- 
ple that if we went into the privatization system that it could well 
raise the deficit or increase taxes? 

Mr. Doble. Congresswoman, when people considered the issue of 
privatization in the forums, they were very interested in them for 
the reasons that I outlined. But they had some very serious ques- 
tions about it. It was clearly something that they wanted to talk 
about, especially the younger people. But clearly something that 
they had very, very serious reservations about, especially the tran- 
sition costs, especially what it might do to the deficit, how do we 
get there. It was a subject that they wanted to deliberate about, 
to talk about, but not something they were ready to decide about. 

But the interest, at the end of the forum, after they deliberated, 
was still very, very high in this idea. 

Ms. McSteen. We have not talked about risk. And risk has to 
enter into this picture when we talk about privatization. Certainly, 
I know that many young people invest and invest wisely, and in- 
deed can be millionaires. But not all. And we absolutely must con- 
sider, just as you have indicated, that without Social Security, or 
some assurance of a minimum benefit, many in this country would 
be living in poverty. 
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Women, particularly, who have not been in the work force for 
many years, these are middle age and older women, will have a 
very difficult time making it. Because what investment money do 
they have now to make a fortune for the future? So risk is some- 
thing that has to be addressed. 

Chairman BUNNING. It would be addressed in any kind of pro- 
gram that we would bring forward. 

Mr. Portman has another question. Go ahead. 

Mr. Portman. Thank you. 

I want to start by just thanking the Chairman for doing this. Be- 
cause these hearings have been extremely informative. I wish more 
Members were here, and I wish I could have gotten here earlier. 
This is what’s going to be necessary if we’re going to come up with 
a responsible policy in the end. 

We’ve done seven of these, right? Seven hearings? 

Chairman BuNNiNG. This is our seventh. 

Mr. Portman. This is just great. I was with a group this morn- 
ing, and they said, why isn’t Congress doing something about So- 
cial Security. And I said. I’m late for a hearing, actually, that’s 
doing it. [Laughter.] 

Mr. Portman. Jim Bunning has been doing a hell of a lot, and 
people don’t realize it. But this is all getting into the record, and 
this will all be available not just to us, but to the staff, who do all 
the work around here. 

Just on this savings issue, it’s very interesting to me. I think 
part of the answer to this conundrum we find ourselves in is to im- 
prove private savings, both through company offered plans and 
through IRAs and other private savings plans. My focus has been 
more in the simple plan, that approach. 

I was very encouraged by what Mr. Salisbury just said. It runs 
counter to what I thought was true. Is our National savings rate, 
in the aggregate, going up or down at this point? 

Mr. Salisbury. The national savings rate in the aggregate had 
been going up for 3 years. It’s down a little bit now, but I’d have 
to add a footnote on the problem of that savings rate, vis-a-vis pen- 
sions, for example. No unrealized capital gain that exists is treated 
as savings. So if we look at the equity markets today, many people 
have 401(k) plans, and there’s trillions of dollars now in defined 
benefit pension plans. 

And by our estimate right now, there’s about $2.6 trillion that is 
unrealized capital gain. By the way the statisticians report the 
numbers, that does not exist. Yet to the individual who gets their 
401(k) statement, and their statement says, you’ve been in the 
market, their Federal Employee Thrift Statement, you’ve been in 
that index fund, and you have twice as much money as you started 
with, they look at that and say. I’ve saved money. 

The Commerce Department would look at you and say, there is 
no savings there, because they’ve not yet sold that account. 

Mr. Portman. Because of the possibility that it will go down, and 
the fact that some tax will be taken from that. 

Mr. Salisbury. Right. 

Mr. Portman. That’s interesting. That seems to me to be a meth- 
odology problem you need to resolve. 
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But our savings rate is still relatively low, compared to the other 
industrialized countries. 

Mr. Salisbury. Absolutely. 

Mr. PoRTMAN. And we do have an overall focus on the 

Mr. Salisbury. Should we be saving more? Absolutely. 

Mr. PoRTMAN [continuing]. The statistic that I’ve been repeating 
that I heard a couple of years ago that got me involved in this was 
that fewer than 20 percent, roughly 19 percent of small businesses 
now are offering any kind of pension plan at all. Small business is 
defined as companies with 25 or fewer employees. 

That to me is totally unacceptable. And our responsibility I think 
as a Congress is to simply these darned pension plans so that 
they’re less costly and less burdensome for people to put together. 

What else would you recommend? Again, this is about Social Se- 
curity and I know that’s the core here. But what can we do as a 
Congress to get more people into private savings, short of what Mr. 
Keane is suggesting, which may be necessary, even with our exist- 
ing system. What should we be doing? 

Mr. Salisbury. Congressman, with two things that the Congress 
has recently done, you’re “moving on track.” One was the creation 
of simple, which starts to get something down to a level where enti- 
ties can begin to do it at very low administrative costs. That is cru- 
cial, and with very little paperwork. 

The House of Representatives passed and sent to the Senate the 
Saver Act, which many of you were cosponsors on. That is the type 
of effort that if the Senate goes along with it and the President 
signs it, begins to take messages to the American people, it begins 
to get them moving. 

And if one takes the third step of some of the proposals now be- 
fore Congress, that would increasingly simplify. I’ll use an IRA ex- 
ample. Instead of passing tax bills that create more types of IRAs 
with more complexity, with our recent survey people have even less 
understanding of, when they don’t understand it, they don’t use it, 
is instead say, let’s have one IRA again, I don’t care if the number 
is 500, 1,000, whatever, one simple thing that everybody can do 
without confusion. 

I think the greatest thing Congress could do is try to remove all 
the confusion from this, so that something is available to individ- 
uals on a universal basis. 

Mr. Seidel. I would also like to respond to that. I think one of 
the things that will help move along the solution processes is ex- 
panding the debate on addressing the concerns with Social Secu- 
rity. More of the forums, more of the townhall meetings, more of 
this type of thing. 

Congressman Johnson asked a question earlier, what can we do 
to further educate the American people on some of the challenges 
that exist. If they know and they start to understand and clearly 
accept what those challenges are, I think we will see more people 
start to look out for themselves and save and do some of the things 
that they haven’t been doing. 

I will ask this of the Subcommittee, and I’m speaking from a 
nonprofit standpoint. That is that you could be helping this process 
a great deal by encouraging corporate America to sponsor some of 
these townhall meetings, to get involved in the financial end of 
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running them. It is very, for our organization, it has become quite 
costly. 

We will continue to run the programs, it’s just, we’re a true not 
for profit, sometimes we take that too literally. Anyhow, that would 
be of help to us. 

Thank you, sir. 

Chairman BUNNING. Thank you. Often, it is impossible for this 
Subcommittee to cover every issue we are interested in during a 
hearing. Therefore, I may be submitting additional questions in 
writing for you to answer for the record. 

I would like to thank each of your for your testimony today. I ap- 
preciate all the hard work you and your organizations are doing to 
engage and educate the public regarding this country’s most impor- 
tant Social Security Program. 

The Subcommittee stands adjourned. 

[Whereupon, at 12:04 p.m., the hearing was adjourned, to recon- 
vene at the call of the Chair.] 

Statement of the American Association of Retired Persons 

Study Background and Objectives 

Since the Mid-1980’s, AARP has commissioned a series of studies on attitude and values re 
Social Security, Medicare and Health Care. 

Going well beyond .AARP’s public opinion tracking, these special studies focused on 
underlying attitudes and values. 

The findings and insights reported on here are drawn from the 1995 and 1996 Tracking 
Research: 

■ Comparisons to 1985 measures as well. 

■ The goal of this analysis is to explore the question: How does the public view Social 
Security and Medicare for today and fo r tomorrow ? 

■ The purpose of this research is not to test policy option.s : rather, it is an exploration of 
values and attitudes that will shape public reactions to policy options. 

Study Method 

Survey 

■ 2000 interviews 

■ 500 interviews in each of four age groups 

1 8-29 - Generation X 
30-49 - Baby Boomers 
50-64 - Mid-life Americans 
65+ - Seniors 

■ By telephone 

■ 30 minutes in length - 1985, 1995 

Selected questions updated in 1996 
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Focus Groups 

■ A series of focus groups conducted in 

Charlotte, North Carolina 
Providence, Rhode Island 
Phoenix, Arizona 
Chicago, Illinois 
Fort Lauderdale, Florida 
Kansas City, Missouri 
Seattle, W ashington 

■ Between February and September 1995, January and June 1996 

■ Among 

21 - 29 year olds 
30-49 year olds 
50 - 64 year olds 
65 and older 

■ In median income range for region for each age group 
DYG SCAN™ 

■ A social trend tracking program conducted by DYG since 1987 

Overview 

This in-depth tracking research and our current DYG social trends work suggest the following 
perspective on Social Security and Medicare for policy makers. 

Overall, the public climate is clearly growing more complex and now requires a short term- 
long term framework and a recognition that, for the long temi, values and attitudes may 
evolve very differently for Social Security and Medicare. 

Considering the short term first: 

■ There is no doubt that the American public - old and young - strongly values Social 
Security and Medicare as twin pillars of financial secuiity for todav’.s older Americans . 

There are no signs of support for pulling back on either program for today’s 
beneficiaries and a clear expectation that the programs will not be weakened. 

■ Americans view Social Security and Medicare for today’s older Americans as 

Vital to their financial security and that of their families. 

Essential to their good health and longevity. 

Commitments that cannot be broken. 

And consideration of curtailment would be viewed as “unfair”. 

■ Indeed, there is a sense that for today . Social Security and Medicare need strengthening 
and some “cleaning up” - especially fraud, waste and abuse in Medicare. 

■ The 1995-1996 “Medicare Debate” served to strengthen commitment to Medicare . 

■ Given this short term view, 1997 legislative activity le Medicare were clearly 
appropriate. . 
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CHART 2 
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CHARTS 


Agree Completely/Somewhat 

The Government Made A Commitment To People 
About Medicare 
1996 
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NOTE: Top two boxes on a 4 point agree/disagree scale. 
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100% p 

90 % ]■ 
80 % - 
70 % 
60 % - 
50 % -- 
40 % -• 
30 % -- 
20 % - 
10% - 
0% i 


"Completely Agree" 

Ages 30-49 



1995 1996 

Older people would really 
suffer In terms of financial 
security without Medicare 



1995 1996 


Glad to have Medicare 
because taking care of 
parents is too much of a 
burden without Medicare 


NOTE: Top box on a 4 point agree/disagree scale. 
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CHART 5 


"Completely Agree" 


Age 65+ 
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Turning to the long term: 

■ There is strong evidence that the country is getting ready to reevaluate the roles of 
Social Security and Medicare for the next generation - the Baby Boomers. 

In a sense, the mid-1990’s are like the mid-1930’s with an open public policy 
question about how to best provide financial support to aging Americans in the 
21st century. 

■ It is important to recognize that 

The focus of the question for the long term is not on how to adapt, fix or alter 
the government programs called Social Security and Medicare. 

Rather, the open question is a broader one about retirement 

- What will it be? 

- How will financial security, including health security', be achieved? 
Where will Social Security and Medicare fit in, if at all? 
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■ It appears that as Americans work through the new questions about retirement, they 
will rely on differing attitude sets with regard to Social Security and Medicare, e.g. 

At least at this point, there is the view that income funding might be better 
achieved (at least for some) tlirough individual initiative while no viable private 
alternative to a government financed approach to health care is seen. 

■ It also appears that the public will bring the following factors to the rethinking process. 

Lack of confidence in Social Security’s future financial viability and the belief 
that even today its support is inadequate. 

A self-reliance thrust - the belief “1 can do better on my own”; currently this is 
fueled by a very “hot” Wall Street, but the vagaries of the stock and bond 
markets will apply. 

An underlying risk averseness that demands a “security blanket” even as we 
embrace self-reliance. 

Issues of fairness, equity and commitment in re-evaluating the role of 
government in the future funding of retirement. 

CHART 6 
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CHART 7 


Very/Somewhat 

Confidence in Social Security 
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CHART 13 
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CHART 15 
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*Non retired respondents only. 


Social Values Context 

■ Adaptation to a more limited economic outlook, greater confidence, optimism, “I can 
handle it”, especially among Baby Boomers. 

■ More focus on the future. 

. . . Especially Baby Boomers. 

■ Less confidence in institutions. 

. . . Especially government. 

■ Toward self reliance. 

■ At the same time, risk averseness. 

■ Social values trends currently reveal Baby Boomers to be uniquely “high” on own 
survival skills, ability to deal with the future. Reinforced by Baby Boomers on-going 
traits of: 

. . . Higher expectations. 

. . . Higher comfort requirements. 

. . . Penchant for “reinvention”. 
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In conclusion: 

The public discussion is just beginning and has a long process to work through, a series of 
stages to travel through. 

. . . Using Daniel Yankelovich’s model for public opinion development, the new “issue” 
of funding retirement for the Baby Boom is in stage #1 - consciousness raising - and 
must work through information gathering and trade-off evaluation before coming to 
public judgment about what the best course will be. 

The implications for the public policy arena appear to be: 

■ The need for a debate about retirement in the future and how it will be funded. 

. . . Not about Social Security and Medicare, per se; but about the larger questions 
and then where Social Security and Medicare fit in. 

... To include the Baby Boom. 

■ The need to include in the debate and discussion: 

... The role ofWall Street. 

. . . The need for a “security blankef 
. , . Fairness and commitment. 

■ Most important, the need to recognize that this is only the opening of the debate. 

... It is not a mandate for privatization or any action now. 

. . . Time must be allowed for public “working through.” 


Statement of Kevin Kearns, President, Council for Government Reform 

Mr. Chairman, I’d like to join this important debate about the future of Social Se- 
curity by giving you the results of our nationwide surveys of seniors on Social Secu- 
rity issues. 

The Council is constantly engaged in surveying the views of our 350,000 members 
and we also conduct many informational mailings to other interested seniors to 
gauge their opinions on Social Security. 

I’d like to report that seniors have great confidence in the current system but that 
is not the case. 

With over 225,000 responses, our regular yearly survey shows that 83% of re- 
spondents said that they were “Very Concerned” about the safety of the Social Secu- 
rity Trust Fund. They are aware of the practice by Congress of borrowing the Social 
Security surplus and using it to mask the true size of the deficit. 

In fact, 78% of these respondents said that they “Agreed” that monies paid into 
the S.S. Trust Fund are for payment of future S.S. checks and NOT to fund current 
federal spending. 

These seniors also believe that Congress should be prohibited by law from using 
Social Security monies in this way. In a separate survey of nearly 300,000 seniors, 
over 96% agreed that Congress should enact a law to prevent Congress from borrow- 
ing the Social Security Trust Fund surplus. 

We have also found that seniors believe that significant waste and mismanage- 
ment at the Social Security Administration contribute to the woeful shape of the 
Trust Fund. After your Committee’s hearings about union abuses at the Social Secu- 
rity Administration, we began polling citizens about their views on this practice. 

Not surprisingly, of the 20,000 citizens we polled, over 88% said that union offi- 
cials should not be paid from the Social Security Trust Fund. And 96% of these re- 
spondents said they were ‘Very Concerned” about the growing debt in the Trust 
Fund. 

The pattern is clear, Mr. Chairman. Seniors are very worried about the future of 
the Social Security system and deeply distrustful of another political solution. 

We are all aware of the looming demographic crisis that confronts the Social Secu- 
rity system. So far, Congress has chosen to approach this crisis like an ostrich — 
with its collective head buried in the sand. The general (but unstated) consensus 
around Washington is that anyone who mentions Social Security reform will be 
electorally roasted. 
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However, we are reaching a point where inaction is more damaging to today’s sen- 
iors than action. The longer we postpone a solution to this crisis, the more painful 
that solution will be to both current workers and retirees. I’m here to report that 
this message is being understood by those so-called “greedy geezers,” who in fact 
are willing to sacrifice if that sacrifice is shared. 

Finally, in our most recent survey of over 50,000 seniors, “Based on what you 
know, do you approve or disapprove of placing part of the Social Security Trust 
Fund reserves in conservative investments such as blue chip stocks or long term 
bonds? According to the “experts,” the answer to this question should be a respond- 
ing “NO.” However, 46% of our respondents approved of such a plan. Only 15% dis- 
approved and 39% either had no answer or weren’t sure. 

Clearly, the tide is turning in public opinion of Social Security reform. I urge the 
Committee to do all it can to bring this critical item to the top of the national agen- 
da and move this important national debate forward. Whatever the solution, its im- 
perative for the protection of today’s seniors and tomorrow’s to get Social Security 
back on its feet. Thank you. 


Statement of Wilfred Plomis, Wilmington, DE 

We hold these truths to be self evident, that all men are created equal. With this 
provision in the Declaration of Independence we must address the dilemma of Social 
Security, preserving it for the seniors while being certain it’s available for those still 
to come aboard. It’s one of the Solomonized problems complicated by politics. But 
being a senior who recognizes a need for solution, I would like to offer some sugges- 
tions that would be fair to everyone concerned. Social Security should entail a two 
prong objective — provide for seniors in need and incentives to those who work up 
to 65 and beyond. Provisions are as follows: 

• No change for current recipients. 

• Each provided a $4,000 life insurance policy using present excess funds and pri- 
vate carriers. 

• Half to two-thirds of present excess should be invested in private mutual funds 
invested only in large blue chip companies with the rest invested as before. 

• About 10-20 large mutual funds with blue chip companies should be established 
for investment as heretofore mentioned to prevent loss by investors in individual 
companies. 

• Part of privateer’s monies should be used to purchase a $4,000 life insurance 
policy along with a companion disability policy, both with a private carrier. 

• Penalize early recipients 20% and 10% at ages 63 and 64 respectfully. 

• All members should be reviewed for eligibility. 

• Provide for those under 65 as follows: 

— Employee contribute, along with employer 7%% (Total 15%). 

— Of this 7% should provide for existing recipients, 5-6% invested and 2-3% used 
for aforesaid $4,000 life insurance policy and disability benefits (not to exceed 
$12,000 annually.) 

— Those 45 and older would be provided an option — 45-55 stay under the present 
system or privatize as shown above, locking in at 25% of benefits or $300.p/month 
at age 65, 55-60 privatize and lock in at 50% of benefits or $600.p/month at age 
65. 

— Privatize all those under 45. 



72 


• Reward, not punish those who collect while working. Starting at age 63 allow 
recipient to begin collecting 10% of benefits monthly, irrespective of income, increas- 
ing 2V2% annually until retirement. This partial payment plus tax advantages and 
other incentives should forestall early collection, taking pressure off the fund and 
preclude anticipated shortfall. This would increase tax revenue, be more helpful, in- 
crease money in the marketplace, save administrative cost maintaining work pen- 
alties and give recipients more pride in themselves. 

The purpose of said Social Security is to provide for seniors, as now, but not pe- 
nalize those wanting and able to continue working. With modern medicine, age is 
becoming somewhat irrelevant. Being 65 is a lot less old now than in the past. 
Hence providing the system with incentives to work beyond 66 has become attrac- 
tive. As said changes suggested provide many benefits to the system, America and 
the seniors along with keeping pressure off Social Security by early retirement, that 
is now encouraged at age 62. With the changes provided here and rates comingled 
(with youths and seniors for life insurance), I feel the system will beome more sol- 
vent and available to the future leaving a viable system for those coming aboard. 

o 



